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THE NATURE OF THE INDUSTRIAL STRUGGLE. 


THis time last year I had the pleasure of inviting your atten- 
tion to the financing of the War. I propose this year to treat 
of another form of finance: the financing of business. 

This is obviously a question of the first importance, and the 
active discussions to which it has given rise of late shows that 
its importance is recognised. One may fairly say, too, that they 
reveal a- certain doubt whether the particular methods of busi- 
ness finance in vogue here are as complete and effective as they 
might be, or perhaps are, in other countries. It is certain, too, 
that at the conclusion of peace the demands of business for 
financial assistance will be quite unprecedented in their extent 
and their urgency. It is desirable, then, in spite of our natural 
preoccupation with the War, that this form of finance, and our 
provision for it, should receive a share of public attention. 

I had originally intended to deal in these iectures exclusively 
with the machinery of this business finance, itself a more than 
ample subject for the time available. But it has been borne in 
upon me of late, in reading certain public utterances, that the 
utmost diversity of opinion prevails as to the nature of the 
struggle for which business is to be equipped. It seems idle to 
discuss machinery without some definite conception of the general 
purpose it is designed to serve. I have thought it might be 
better, therefore, in this first lecture to take a bird’s-eye view of 
the business struggle itself before passing in the second to 
consider the best methods of financing it. 

What, then, is the general character of economic or business 
competition as it exists to-day? Nothing, it may be said, is 

1 The first of two lectures delivered at the Royal Institution on April 19 and 
26, 1917. 
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more familiar to Englishmen than competition, whether as a 
scientific conception or as a feature of our social life. The fact 
of competition sums up a large part of our economic activities, 
and on the concept is built up most of our economic theory. Yet 
we shall find that very opposite opinions are held as to the nature 


of the competitive struggle, and that very few careful attempts. 


have been made by economists to define the term in its scientific 
use. What is most familiar is not always most accurately known ; 
it is too often taken for granted. 

I do not propose to-day to consider competition in its 
theoretical aspect, as an assumption or posiulate of economic 
science. I want to consider the thing itself as it figures in the 
social life of the time: the system of business habits, business 
methods, forms of business rivalry—in short, the general welter 
of business activities, which, subject to restraints imposed by 
law, constitutes the modern struggle for wealth. 

There is the widest possible difference of opinion as to the 
essential character of this struggle. Adam Smith, a very shrewd 
observer of the world, described it as ‘‘a species of warfare, of 
which the operations are continually changing.” His estimate 
would be widely endorsed, and the conditions of the time perhaps 
predispose us to adopt it. But we are often presented, more or 
less authoritatively, with an entirely different view. Take this 
pronouncement from a memorandum of the Garton Foundation 
issued last October, 1916 :—‘‘The conflict of war and the com- 
petition of trade are different in kind, as well as in degree. The 
object of conflict is to inflict injury. The object of business 
competition is to serve a customer.” To oblige, in short, as the 
retailer would say. To the ingenuous Garton writer and his 
school, competition is a generous emulation in good works, where 
every transaction confers a benefit on both parties; like mercy, 
twice blessed. Adam Smith, whose realism gives a spice of 
cynicism to his judgment, regards it as a struggle for supremacy, 
carried on by methods devised to damage the economic power 
of rivals, whether rival firms or rival nations. To others again, 
like Carlyle and Robert Owen, competition is essentially unmoral 
and anarchical. Carlyle views its turmoil with aversion and 
contempt, and regards it as a baser form of war. You remember 
how he figures it in Sartor Resartus. ‘‘Weltering, shall I say, 
like an Egyptian pitcher of tamed vipers, each striving to get 
his head above the rest”; and again, “Where each, isolated, 
regardless of his neighbour, turned against his neighbour, clutches 
what he can get, and cries ‘ Mine!’ and calls it Peace, because 
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in the cut-purse and cut-throat Scramble, no steel knives, but 
only a far cunninger sort, can be employed.” ‘The man in the 
street has no very definite or considered view. Perhaps we may 
say that to him competition is something of which everyone 
complains in his own case, while he has a vague feeling that 
somehow or other it may be good for other people. 

Here are views differing radically as to what may be called 
the essential character of modern business activity. We can 
hardly expect to agree as to the principles of trade policy until 
we come to some understanding as to where the truth lies in 
this divergence of opinion. 

The question is, after all, one of fact. Difference of opinion, 
here as elsewhere, is due to first impressions based on incomplete 
observation. It can only be reduced by that method of patient 
induction, of which the history of this Royal Institution shows 
so many brilliant achievements. The field to be surveyed is 
immense, embracing a very large fraction of human activity ; 
hence the answer cannot be a very simple one. 

The forms of business practice are of infinite variety. They 
differ in their objects, their methods, their rules of conduct, their 
standards of honour; in no two occupations, perhaps, are these 
precisely similar. We may group them, for convenience of view, 
under three general heads, broadly distinguishable, though the 
distinction is often only in degree, and hence not so easy to draw 
in practice :— 

1. All business activity counts on profit as an ultimate return. 
But in some cases profit is pursued through efficiency; the 
immediate objective is efficiency; profit is expected as the result 
of efficiency. 

2. In other cases the aim is profit at all costs, by fair means 
or foul. Profit is the primary objective; efficiency only one of 
many means to the end. 

3. In a third group of cases competitors fairly matched in 
efficiency devote themselves frankly to the destruction of the 
economic power of their rivals and the capture of their markets. 

These forms of competition are so different in their nature 
and social effects that it is evidently hopeless to bring them all 
under any general characterisation. 

Take, first, the competition aiming honestly at efficiency in 
production or service, the kind so many English economists pre- 
sume to be typical, not to say universal. Probably a great part 
of the activity of producers and manufacturers is really of this 


type—that is, a genuine attempt to give good work or good 
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service. Even here, however, we have vital differences in prac- 
tice. Some are intelligent and scientific, others mere slaves of 
habit and routine. Some are equipped with the necessary capital 
and plant; some, notably amongst our smaller industries and 
in agriculture, are not. Some have only the crudest notions as 
to the organisation and handling of iabour; others may fairly 
claim to be capable captains of industry. It may seem incredible, 
but many English business men are ignorant of the very elements 
of scientific accounting. I was told by a very high authority 
that a large proportion of the firms in one of our greatest indus- 
trial cities “did not know whether they had made a profit or a 
loss on the year’s working until they had called in a professional 
accountant.’’ On some of these deficiencies the war experience 
has thrown a vivid light. Even granted, then, that much of 
modern competition is aimed at efficiency in production, it cer- 
tainly does not guarantee it. Competitors seem to be able to 
hold there own in spite of striking defects in efficiency.? 

But further, though the aim may be efficiency, there is a 
wide difference in the conventional methods of competition in 
various callings, very important to the national interest. Take 
two brothers brought up under similar influences. One becomes 
a doctor or a man of science. All his discoveries are made matter 
of common knowledge, placed at the disposal of his profession 
and the public; though he might have made great personal profit 
by monopolising them. The other brother goes into a great 
manufacturing firm, where he makes inventions of similar value. 
As a matter of course these are reserved, so long as the law 
allows, for the profit of the individual firm. You may have 
shades between the extremes: where valuable knowledge is 
pooled with associations or contributed to trade journals. I do 
not want to praise or blame; my object is simply to insist on 
the fact that under the vague term “free competition” are in- 
cluded practices very different in tendency, very different in their 
effect on the public interest. 

This kind of honest competition for efficiency is often assumed 
to lead to “the survival of the fittest.” No doubt it tends this 
way. If the assumption were rigorously true we should have 
to regard competition as merely a transitional selective process, 
logically ending in monopoly. For the fittest should become a 


1 Sometimes, perhaps, because shortcomings in efficiency are made good 
at the expense of labour, or by imposing on the consumer. But it is doubtful 
whether these considerations entirely account for the economic paradox, which 
deserves more attention than it has yet received. 








Meee a= Sirs 











1917} THE NATURE OF THE INDUSTRIAL STRUGGLE 319 


monopolist. [In practice, of course, this theoretical limit is 
seldom, if ever, reached, for reasons I need not notice here. | 

There is, unfortunately, a second type of competition to be 
considered, in which efficiency is quite subordinated to profit. Its 
objective is profit at all costs, by any means, fair or foul, subject 
as the American phrase puts it, to “keeping outside prison bars.” 
Competition of this kind sometimes cloaks its operations under 
the pretence of affording cheaper products; but cheapness and 
real economy are usually the poles asunder. Let us glance at 
some of its methods. 

Adulteration is so extensively practised that the Courts often 
have difficulty in deciding what a good delivery means. Falsifica- 
tion is so easy, and so difficult for the consumer to detect, that 
this dishonest practice often succeeds. Read the very notable 
book, Food and Its Adulterations, containing the Reports of the 
Analytical Commission of the Lancet in 1851-4. Thousands of 
products are analysed; adulteration is shown to be rampant. 
What is worse, many of those who then adulterated largely are 
now among the best known firms; many firms whose products 
at that time were described as “commercially pure” are now 
unknown, at least to me. The fittest have not survived. Short 
measure of all kinds is another trick having similar effects; and 
still more serious is the resort to degradation of quality both in 
materials and in work. When the Exhibition of 1851 was held, 
people were astonished to see how far this degradation of quality 
and craft had gone as a result of half a century of unbridled 
competition. Patents are stolen, trade-marks are falsified, agents 
are bribed; but time will not allow me even to hint at the 
innumerable forms this perverse type of business activity has 
taken. 

There is quite a large literature of works on dishonourable com- 
petition in German, French, and Italian, and not a few by English 
writers. I may refer those who are interested to one of the latest 
of these, the valuable Report of the U.S. Bureau of Corporations 
just issued on “Trust Laws and Unfair Competition.” More than 
400 pages of this Report are concerned with unfair competition 
and the various attempts made in various countries to deal with 
it. Herbert Spencer was a close observer of the business prac- 
tice of his day. Let me quote two sentences from his Morals of 
Trade (1859) :—‘‘Illicit practices of every form and shade, from 
venial deception up to all but direct theft, may be brought home 
to the higher grades of the commercial world. Tricks innumer- 
able, lies acted or uttered, elaborately devised frauds are prevalent, 
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many of them established as ‘customs of the trade ’—nay, not 
only established, but defended.” ‘‘A system of keen competi- 
tion, carried on as it is without adequate moral restraint, is very 
much a system of commercial cannibalism. Its alternatives are, 
‘Use the same weapons as your antagonist, or be conquered and 
devoured.’ ” | 

Thus at length we come to a state of things in which we find 
two different standards of honour and morals at the same time 
and in the same country. ‘‘ Between gentlemen,’’ is to be a rule 
confined to private life and the professions ; in trade, a critic will 
be told, ‘‘ Business is business.’’ This would have startled our 
ancestors in the so-called Dark Ages, whose guilds were religious 
no less than business societies. I lay stress on this seamy side 
of competition, because nothing is more necessary, if competition 
is really to have the beneficent effects often claimed for it, than 
to maintain the best business standards of honour against a 
certain tendency of inferior practices to drag them down. There 
is a kind of Gresham’s law at work in business. The best men 
often find their own standards degraded by an irresistible pres- 
sure of circumstance, as, e.g., in the Russian trade when double- 
invoicing prevailed. This is the “iron law” of the business 
world under unregulated competition. Legislation and State 
inspection may do something to check these evils ; but I am more 
inclined to rest my hopes upon trade organisation and the modern 
tendency to an increase in the scale of business. Large firms are 
more intelligently conducted and less disposed to resort to base 
tricks. They are easier to inspect, and have so much at stake 
that it is not worth their while to risk exposure. Publicity is 
even more important than regulation. It is well known that 
many disease germs are sterilised by sunlight, and business will 
be most effectively purged of these abuses by publicity. American 
experience is emphatic on this point. Let the facts be known ; 
public opinion will do the rest. The larger a business is, the 
more sensitive it is to this control. 

I pass to a third kind of competition, very vital for our present 
problems. This is not concerned with production, honest or 
dishonest, but with sale, and, above all, with what is called the 
capture of the market. Superior efficiency is often enough to 
command the market. But when a general level of high efficiency 
prevails, other methods are resorted to. The @ priori academic 
economist is very fond of saying that products make their own 
market : goods are bought by goods. There is an element of 
truth in the position : but business men know that in practice it 
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is often less difficult to make a good article than to find a market 
for it. Jeremy Bentham, in one of the most brilliant of his 
writings, addressed to the National Convention of France, 
advised them to set free their colonies. They were not wanted 
as markets, he thought. “It is quantity of capital, not extent 
of market, that determines the quantity of trade.’’ This dictum 
was long a first principle with English Free Traders. But how- 
ever this may have been in Bentham’s time, it is not in scarcity 
of capital that trade finds its effective limit to-day. Capital is now 
cosmopolitan in its habits; it is as mobile as quicksilver : a sound 
10 per cent. profit proposition will usually obtain, on terms, what- 
ever capital it may require. But markets are jealously guarded, 
and increasingly difficult of access. 

Hence a constantly increasing proportion of business energy 
is being directed to the conquest of markets. Where these 
markets are not new creations, but acquired at the expense of 
rival firms, or rival countries, we may call the competition pre- 
datory. From the point of view of efficiency, this predatory 
competition represents sheer waste, though it may sometimes be 
important, and even necessary, from a national or political stand- 
point. In Adam Smith’s phrase, it is “a species of warfare.” 
It is a warfare which enters largely into modern economic life. 
As Professor Mackenzie says, ‘When a State becomes industrial, 
it remains military. The difference is that the war has become 
civil: it is a bellum omnium contra omnes.” But it cannot be 
limited in this way. This predatory competition has never been 
confined within national boundaries. It is avowedly international 
in its scope to-day. 

What are its methods? ‘Sound production,” says a German 
writer, “is largely subordinated to successful sale. This again is 
found to depend largely on advertisements, commissions, dis- 
counts, anything except genuine excellence of products.” Let us 
glance at these expedients. Advertisement, with its “damnable 
iteration,” if I may use a Shakespearean phrase, is one of the 
most wasteful and mischievous. Our forefathers had a saying 
that ‘Good wine needs no bush.” It will sound to many hope- 
lessly behind the times. But there are firms to-day whose pro- 
ducts have world-wide sale, and who never seem to advertise. 
I was brought up to believe that an advertised article was prob- 
ably inferior or a fraud; and such experience as I have had 
has shown me my teachers were not far wrong. It may be that 
a more ignorant public is in the market to-day, which confuses 
notoriety with reputation; anyhow, different views seem to 
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prevail. Mr. Lowes Dickinson tells us that, even in China, ‘‘the 
skin-disease of advertisement is beginning to disfigure the face 
of the country, and German art nouveau appears in the stations 
of the railway from Tsinam to Pekin. The grip of the West has 
begun to close, and will more and more be felt in the general 
dissemination of ugliness, meanness, and insincerity throughout 
the Empire.” Observe that all this semi-fraudulent appeal to 
ignorance absorbs large activities at enormous cost. I noticed 
some years ago that a firm, in making a return under the Com- 
panies Act, showed a rapidly increasing expenditure on adver- 
tisement, which had at last exceeded in amount the whole net 
profits of the business. Mr. Goodall, in one of the latest works 
on advertising, estimates the annual expenditure in this country 
as from £80 millions to £100 millions; enough to pay more than 
half the interest on the war debt. Surely it is the business of 
the honest retailer to inform the public as to the best products 
on the market. If more is wanted, moderate advertising in the 
Press should suffice. Nine-tenths of this expenditure might be 
saved with positive advantage to the nation. The public is not 
interested in the transfer of trade from one trader to another. 

Predatory competition is not exhausted by advertisement. 
A whole army of commercial travellers is enlisted to push 
sales with retailers. The main objection here is the expense, 
which might be greatly reduced if our producing firms were larger 
or more closely associated. There are less innocent methods of 
pushing trade. Retail prices are fixed, and retailers are induced, 
by the attraction of larger discounts, to buy and recommend 
inferior articles; thus entirely betraying, though under unfair 
temptation, the trust placed in them by their customers. Worst 
of all, trade has been subject to a dry-rot of direct corruption, 
by double-invoicing, secret commissions, and the like, on the - 
extent and mischief of which our highest judges have again and 
again remarked. 

I say nothing here of the immorality of such action. It is 
fairly obvious, and has been forcibly pointed 6ut by the Courts 
and the Press in connection with a recent legislative measure. 
What the economist should note is that so far as such practices 
prevail the ordinary assumption as to the benefits of competition 
is absolutely reversed. The fundamental advantage of free and 
healthy competition, is that it gives room for a variation of 
methods, out of which we may hope for that selection of the 
fittest, whether natural or self-conscious, which is the prime cause 
of progress. But the effect of corruption, as of adulteration, is 
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that not the fittest, but the most unfit, survive. Instead of pro- 

gress you get degeneration. Unless the proper measures are taken 
to deal with these forms of dishonourable and predatory competi- 
tion, there is no guarantee whatever that the honourable com- 
petition for efficiency will succeed. There is ample evidence to 
show that it may fail. When, then, we are told, as recently by a 
great iron-master, that all his trade needs is “to be relieved of 
the fostering care of the State,” for which he would like to see 
substituted “some wholesome neglect,” we are inclined to ask 
how he proposes to deal with these evils. If the trade itself will 
take them in hand, well and good. If not, it is clear that the 
public interest is concerned. The State cannot content itself 
with merely keeping the ring for the combatants. It must see 
that the fight is fairly fought. Everything depends on the rules 
of the great competitive struggle. Those who capture and con- 
trol markets can largely impose their own rules. If only for this 
reason, we could not afford to neglect attacks on our markets. 

As a matter of fact, the force of these considerations is gener- 
ally recognised. All modern States do concern themselves, more 
or less effectively, with the regulation of the competitive contest. 
So far as their own subjects are concerned, lJaissez faire has long 
been abandoned. Some States profess to adhere to the old maxim 
so far as international relations are concerned. Others go to the 
opposite extreme, and have embarked on a formidable predatory 
competition against the subjects of other nations. In practice all 
States find some sort of national trade policy forced upon them, 
if only by way of defence. 

There is another reason to be found for a national trade policy 
in the enormous size of some of the competing units, and the 
consequent increase in their power of injuring rivals. Industry, 
trade, and transport are more than ever coming under the control 
of huge combines or cartels, wielding powers almost comparable 
with those of the State. Like the old Hanseatic League, they 
almost rank as States themselves, and compel recognition in 
national policy. When the State associates itself with the aims 
and operations of these combinations, and places its resources at 
their disposal, their powers of aggression are dangerously in- 
creased. Germany furnishes the best example of such a national 
organisation. 

Naumann, in his Mittel-Europa, says with much truth that 
the old individualistic capitalism, of what he calls the English 
type, is giving way to the new, more impersonal, group form ; to 
the disciplined, scientific capitalism he claims as German. He 
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describes this as ‘“‘a mechanism of work based on trained and 
educated workers, a spirit of industry inspired by reason, a sys- 
tematic working alliance between thought and business; better 
organisation ; in short, systematised national economy.” ‘Our 
great merchants,” he says, ‘are almost economists by profession. 
Into everything to-day there enters less of the lucky spirit of 
discovery than of patient, educated industry. To put it other- 
wise, we believe in combined work. The German is at last be- 
coming, heart and soul, a political economic citizen. His ideal 
is, and will be, organic unity, and not freedom of action ; reason, 
and not the blind struggle for existence. The regulation of pro- 
duction from the standpoint of political necessity is the end he 
has in view. This conception of national economic business has 
been imposed on Germany by the war; an event of the first 
importance in international economics. The German spirit has 
received its baptism of fire.” 

It follows, says Naumann, that the period of imitation of the 
already declining English economic system has gone by. [I may 
observe that the declining English system has given a very fair 
account of itself since these words were penned, as the Germans 
have reason to know.] The new developments, he affirms, imply 
that the future rests with Germany. Organisation, especially 
on scientific lines, he thinks foreign to the English genius. This 
genius was supreme when private enterprise was the order of 
the day [say 1780-1880]. But the times have changed. The 
present age is one of methodical, scientific organisation, the 
specialty of Germany, which is even regarded with aversion in 
France and England. 

There is a certain truth in all this, in spite of exaggeration. 
We shall do well to consider it. After all, if individualistic enter- 
prise cannot altogether meet the needs of the time, it has at 
any rate left us, as a nation, with a quite exceptional power of 
adapting ourselves to new conditions. We must use this power 
for all it is worth. We have a good deal of lee-way to make up. 

It is certainly the case that a prejudice against science and 
the expert is characteristic of the English business world. English 
opinion holds that scientific ability is of little use in business, 
and indicates this pretty clearly by the miserable remuneration 
and inferior status assigned to such a modicum of scientific service 
as it may in some cases employ. Yet a scientific training, if a 
really liberal one, and not too specialised, is the best qualification 
for many of the highest forms of business activity. The greatest 
achievements in business, as in science, have been due to the 
faculty of imagination. in Germany a large number of her fore- 
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most business men are scientists and men of high university 
training. There will have to be something like a revolution in 
the present attitude of the English business world towards science 
if we are to hold our own. The trouble has arisen out of the 
curious divorce between the two worlds in this country. The 
result of this unfortunate insulation is that scientific men are 
unfamiliar with affairs, while business shows a quite remarkable 
neglect of the most obvious and assured results of science, or, if 
you like it better, shows a complete freedom from scientific bias. 
Both science and business stand to gain by a more intimate 
association ; if I may judge from my own studies, it is hard to 
say which would gain most. 

Fortunately the war has brought home to us our inadequate 
use of the resources of science; and it may be hoped, in spite 
of the long-standing prejudice on which Naumann relies, that we 
shall soon overtake Germany in this respect. It is equally impor- 
tant, I think, that we should change our attitude on the other 
matter he emphasises ; I mean the question of combination. 

There has been a general hostility to combination in this 
country, and perhaps still more in France. English feeling is 
well expressed in our Common Law, the whole spirit of which is 
adverse to combination as ‘‘in restraint of trade.’’ But it is 
beyond doubt that unregulated competition has destroyed more 
honest trade than all the combinations in the world. Even in 
England, legislation has been more occupied in restraining com- 
petition than monopoly. The social history of the nineteenth 
century has been one long protest, one great legislative reaction, 
against the mischiefs of unregulated competition. IJ think I was 
perhaps the first English-speaking economist to put in a word 
in defence of business combinations. In a paper read at the 
Bath meeting of the British Association nearly thirty years ago 
(September 7th, 1888) I showed that they were a natural de- 
velopment, and offered certain unique advantages. I have watched 
their growth ever since, and have seen no reason to alter my con- 
viction that they have come to stay. Organisation on a large 
scale, whether for production or trade, is inevitable and essen- 
tial, if only as a consequence of the immensely increased facility 
of communications. Our age is witnessing a Battle of the Giants, 
in business no less than in war. Huge economic combinations, 
backed by national resources, are competing for industria] and 
trading supremacy, on which they count to build up political 
power. Individual competition is outclassed; in a struggle of 
this kind the individual will be ground between the upper and 
nether millstones, or smashed like a crock between iron vessels. 
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It is as absurd to think that we can grapple with the scientific 
national trade policy of such a State as Germany, for instance, 
on the old lines of haphazard, untrained, individual enterprise, 
as it would be to defend ourselves against a German military 
attack by a general uprising of francs-tireurs. 

Quite apart from attack or defence, there is still much to be 
said for the big organisations. They permit of the fullest use of 
standardisation, with all its ovtstanding economies and con- 
veniences. Again, the useless duplication of the more ordinary 
products, which necessarily arises where the producing firms are 
small and numerous, is avoided, and it becomes possible to turn 
out a wide range of grades and varieties. Where a small boot 
factory can only supply half sizes, a large one can as easily supply 
quarter sizes.’ Large organisations, too, tend to attract and 
consolidate the inventions and advances in the industrial arts. 
They will probably be long-lived, and thus they insure a sort of 
perpetual succession and unbroken tradition to the mysteries and 
secrets of a craft. They have obvious advantages in buying and 
selling ; not the least of which is that they can reduce advertise- 
ment to a minimum. Their output is so large that it advertises 
itself. In these and other ways, too numerous even to note here, 
they can operate with a maximum economy otherwise unapproach- 
able. Above all, they will be more likely to appreciate the value 
of scientific research and scientific direction. It will be well 
worth their while to secure the very highest ability in their 
managing staff. If they succeed in this, they will probably escape 
what seems their greatest danger, a certain tendency to routine 
and stagnation. 

Again, high standards of business can only be maintained at 
home, or imposed on foreign rivals, by powerful agencies of this 
kind. We look to them to do for business to-day what the guilds 
did for it in the Middle Age. Mr. Chamberlain tried to revive 
and modernise the guild. Something may be done in this way, 
especially where the industrial conditions indicate production on 
a small scale; and I should be the last to underrate the value of 
the services rendered by Chambers of Commerce, by the trade 
Press, and by the numerous ably-conducted trade journals. But 
on the whole I expect more from a general increase in the scale 
and organisation of business operations. It does not seem to 
me that the value, nay, the urgent necessity, of developments in 
this direction is open to dispute. 

1 Mr. Milton C. Sharp, in his able address to the Bradford Dyers’ Asso- 
ciation, February 28th, 1917, pointed out that so far as dyes are concerned, the 


supply of a very large range of shades is essential, if we are to secure our 
command of the market. 
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No doubt the thing can be carried too far. When nations 
enter the competitive arena in their collective capacity, and these 
huge combinations are manipulated, with all the resources of a 
great State, for the purposes of predatory competition, a situation 
is created which requires to be very seriously studied. These 
immense resources are now directed, not so much to the increase 
of efficiency at home as to the capture of markets and the crippling 
of foreign rivals. 

Developed on a scale of this magnitude, predatory competition 
is hard to distinguish, either in aims, methods, or results, from 
war of a military form. Indeed, the capture of markets has been 
the chief motive of modern wars. It was the avowed motive of 
the wars of the eighteenth century. The attempt to inflict direct 
injury on the productive power of a rival country is certainly 
not less hostile in character than the conquest of its markets. 
“In Germany,” says Henri Hauser, “the economic struggle is 
a war, like other wars, subjected also to the rules of Clausewitz.” 
He gives ample grounds for his statement.? 

Let us glance at some of the methods of this trade war, as 
waged by Germany. The cartel, or selling combine, has been 
one of its most effective instruments. [It is not altogether un- 
known in countries which profess free-trade principles.] A 
German writer, just before the war, said that “it is evident Ger- 
many owes the conquest of foreign markets in large measure 
to her cartels.” They have great advantages in buying and 
selling, in regulating production, and maintaining output on a 
large and therefore economic scale; by the well-known weapon 
of dumping they can often strike a heavy blow at less powerful 
rivals. The State itself may take a hand in these cartels. Both 
together may embark on campaigns of wholesale corruption, of 
espionage in all its forms, of what is euphemistically called pacific 
penetration or permeation. The capture of key industries is an 
effective weapon. It gives power to inflict vital damage on a 
foreign country in critical times. Similarly, measures are taken 
to secure control of necessary raw material : this has been a great 
motive of colonial enterprises. Great transport agencies are able 
to assist by establishing preferential rates and influencing 
emigration. 

The State has its own special machinery. It often controls 
important forms of transport. In that case it can manipulate 
rates so as to serve the interests of its nationals as opposed to 


1 ‘Germany appears to regard trade and commerce as acts of war, and 
shapes its policy not for competition, but for conquest.” The late Mr. G. H. 
Pownall. Presidential Address, Institute of Bankers, November 8th, 1916. 
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foreigners, and generally to subserve the national trade policy. 
Many authorities regard the railway system as the most powerful 
instrument of the political economy of the German Empire. I 
need only mention the Tariff: the importance of this weapon, 
one way or the other, is perhaps unduly stressed by most people. 
The State can exert immense power by its educational provisions. 
Every form of necessary trade technique is taught in the State 
institutions, notably in its commercial high schools. I may 
remark especially the elaborate instruction in the technique of 
exportation, and the various export bureaux, which seem to be 
used indifferently to obtain information and as channels for 
corruption. It is well known how all these activities are aided 
and guided by the Foreign Office and the Consular Service. I 
do not now refer tc the question of finance, because I shall deal 
with this in my second lecture. 

All these and many other formidable trade activities are 
centred in the German State. The American economist Cooper 
used to insist, as our free traders so generally imply, that a 
nation is only a grammatical expression, somethmg that has no 
real existence. You will admit that for a nonentity the German 
State has done pretty well. Hauser’s estimate is more rational. 
“By means of the concentration of all its energies under the State, 
by this unity of control, economic Germany has become a power 
nearly as formidable as military Germany, and of the same 
species: a power of domination and of conquest.” Naumann, 
who ought to know, says “the war was only a continuation of our 
previous life with other tools, but based on the same method.” 
According to Hauser, ‘the Imperial German Government con- 
sidered that it would be quicker and cheaper to attempt to gain 
its economic ends by victory on the field of battle.” If so, they 
perhaps realise now that they made a profound blunder. There 
was more wisdom in the advice given by the Sieur de Bouciquault 
to Louis XIV. He told his sovereign that by a judicious trade 
policy it was possible “to make conquests in time of peace.” I 
agree with M. Bougarel’s dictum: “Had the Germans only 
known how to keep the peace, they might easily by their back- 
stairs, underground methods have conquered the world, the East 
thrown in. Luckily for the world they overrated their military 
power.” 

The contrast between War and Peace is greatly exaggerated. 
What is vaguely called compétition turns out on closer examina- 
tion to be largely a struggle of force. True the forces engaged 
are styled economic, not military ; but the ends are often not very 
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different, and the effect the same. In both the weaker go to the 
wall; the wreckage is sometimes worse in the industrial conflict 
than in war, as General Leonard Wood has shown in his Prince- 
ton lectures. It depends on the rules of each game. Before the 
Germans debased all the standards of military and naval warfare, 
it had become in many respects more honourable, less brutal, than 
some forms of business‘conflict. It must be the mission of the 
Allies to raise the standards both of Peace and War. 

Meanwhile we must be ready for all emergencies. Lord 
Curzon in his Appeal for the School of Oriental Studies, published 
last October, tells us that ‘‘it is clear that a long and fiercely waged 
commercial war will follow immediately upon the cessation of 
hostilities.” ‘Will be resumed,” he might have said: indeed, 
there has hardly been any break of continuity, for preparations 
have continued even during the war. 

What should our attitude be in face of this prospect? We do 
not want to form our ideals or our policy on German lines. I 
should like to see the predatory element in competition reduced 
to a minimum, just as I should like to do away with war. But 
both aspirations seem Utopian for the present. So long as we 
are exposed to attack we must prepare the necessary means of 
defence. We must have more organisation, on a national scale, 
supported by a national economic policy. But we need not adopt 
economic Prussianism. We need not emphasise the predatory 
aspect of business, or make a Moloch of the State. The two 
vices are closely connected. In Germany, at any rate, the mor- 
bidly predatory spirit is largely due to an excessive exaltation 
and worship of the State. We can avoid their blunder. Let 
our organisation be in the main voluntary, not bureaucratic ; con- 
trolled by the State, where this is necessary, but not administered 
or managed by the State. The caution is required, for the ex- 
periences of the war period, during which the functions of the 
State have necessarily assumed quite abnormal proportions, seem 
to have led many simple and uncritical folk to place an almost 
German trust in the State. To the business expert this will 
appear ridiculous. But it can hardly be doubted that when the 
war is over, and the period of reconstruction begins, there will 
be a popular movement for nationalisation of industry on a 
wide scale. It is impossible to discuss the question here. I only 
mention it to say that when I urge the importance of organisa- 
tion it is not the bureaucratisation of business I have in view. 
If the verdict of history counts, this policy would lead to disaster. 


That way lie stagnation and decline. 
H. 8. FoxweE.Li 











HOUSING CONDITIONS IN LONDON. 


Tn 1900 a paper on the housing conditions in London appeared 
in the EcoNoMIc JOURNAL. It was based upon inquiries under- 
taken by the District Committees of the Charity Organisation 
Society, and the results may be briefly summarised as follows :— 

In most districts rents were rising ; in some, especially in the 
poorer, the rise was very marked. The pressure upon accommo- 
dation was not great if London were taken as a whole, but in 
certain districts and for certain classes of tenants it was very 
serious. The difficulty was greatest for families containing more 
than two or three young children, and these experienced great 
hardship in the attempt to find accommodation. In many districts 
there was overcrowding, sometimes to a very serious extent ; even 
“technical” overcrowding was admitted to be beyond the power 
of the health authorities to control in many cases, though steady 
pressure was having its effect. 

In 1916 a similar investigation was undertaken in twenty-seven 
of the London boroughs. The authorities consulted were very 
numerous, and all of them had first-hand experience of the district 
on which they reported. They included medical officers of 
health, secretaries and superintendents of dwellings, house 
agents, relieving officers, ministers of religion, sanitary inspectors, 
rent collectors, builders, district visitors and others engaged 
amongst the working classes, and various associations interested 
in the housing question, as well as members of the Charity Organ- 
isation Society itself. The reports received have been carefully 
analysed, and the following results are based upon the analyses. 


RENTS. 


To begin with the question of rents, it would seem that the 
rise reported sixteen years ago had definitely halted even before 
the war. The report is almost unanimous that for the last five 
years there has been little, if any, rise in working class quarters, 
while in better class property there is often a fall. There are, 














BY 
3 
| 





tees Hs 











SEPT., 1917] | HOUSING CONDITIONS IN LONDON 331 


however, some exceptions to this view. One is the district round 
Seven Dials, where it is said that rents have undoubtedly risen 
in the last five years and are still rising. In Stepney, rents have 
risen to some extent in the area north of the Commercial Road 
owing to the spread of the Jews eastward ; and also where better 
houses have been erected. In Hammersmith a slight upward 
movement is attributed to increased cost of repairs, while in “dis- 
reputable’ streets rents have been falling. In Paddington, five 
house agents say that rents have risen from 5 to 10 per cent. in 
the last five years, while three say that they have not increased, 
a discrepancy which seems to point to some difference in the 
desirability of the accommodation concerned. 

In Wandsworth and Putney rents show a tendency to rise in 
the poorer class of houses ; in East Dulwich there is a rise on all 
property of £30 and under; and in Woolwich rents in the indus- 
trial districts have been on the upgrade since 1912. From a good 
many districts comes the suggestion that rents could have been 
raised during the war, and are likely to be so as soon as 
Government permits. This is, of course, only a conjecture, 
justified perhaps at the present moment by the influx of munition 
workers ; it is hardly possible to foretell how the conditions may 
change after the war. 

What are the actual rents which the working class have to 
pay in London? They differ to some extent in different quarters 
of London, but more according to the kind of accommodation. I 
will quote some instances. 

One Room : St. James’s, Soho, from 2s. (a very dark room) to 
7s. 6d.; ordinary rent, 4s. 6d. to 5s. 6d.; Holborn, 2s. 6d. to 
7s. 6d.; in Seven Dials, 5s. to 6s.; Newington, 3s. 4d.; St. 
George’s, H. Sq., 2s. 11d. to 3s. 1d., plus rates 6d. ; St. George’s, 
E., 2s. 6d. for a small back room and 4s. for a large two-windowed 
front room. 

Two Rooms: St. James’s, 6s. 6d. to 8s. 6d. ; Holborn, 4s. 6d. to 
10s. 6d. ; Newington, 5s. to 7s. 6d. ; St. George’s, H. Sq., 5s. and 
rates 1s.; St. George’s, E., 5s. to 6s. 6d. (including use of 
scullery and backyard for washing). 

Three Rooms: St. James’s, 7s. 6d. to 10s. 6d. ; Holborn, 58. to 
14s. ; Newington, 6s. 6d. to 8s. 6d.; St. George’s, H. Sq., 6s. 6d. 
plus 1s. 5d. rates. 

These rents are for rooms in “dwellings,” or in houses let out 
by rooms. Some particulars of house rents are as follows : Small 
houses, of which there are still some to be found in London, are 
much in demand even when inconvenient and damp. In Newing- 
No. 107.—Vo.L. XXvVII. Z 
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ton, small houses containing two rooms and a little scullery cost 
6s. 6d. and 7s. 6d.; others containing two rooms and a back 
kitchen can be had for 8s.; four rooms for 10s. and lls. In 
Shoreditch, small houses can be had for 5s. to 9s. But for the 
most part the houses occupied by the working class, as distinct 
from tenements, are large and are sublet in rooms. In the 
Wenlock Ward of Shoreditch a four-roomed house lets easily at 
12s. a week, a six-roomed house at 16s. or 17s. 

As an instance of the modern type of accommodation now 
offered we may quote from the Fulham report: “There has been 
a large addition to the accommodation for working class families 
by the development of two estates. . . . Most of the houses on 
these estates are two-storied non-basement, and divided into two 
self-contained tenements with bathrooms and electric light and 
gas-cooking stoves, and containing three rooms and small kitchen 
for rents of from 10s. 6d. to 12s. 6d. a week inclusive. These are 
all let before they are finished.” 


OVERCROWDING. 


Next to the question of rent we may take that of overcrowd- 
ing. The two are no doubt closely connected, but we must not 
assume that every case of overcrowding is due to high rents or 
shortage of accommodation. Some families deliberately prefer to 
live crowded and to have more money to spend in other ways; one 
instance is quoted from Finsbury of a family of nine who lived in 
one room (cubic contents 990 ft.) rented at 4s. 6d. a week, though 
well able to pay more rent. This is, of course, an extreme case. 
More justifiable are those cases referred to by a medical officer 
of health when he says that “each additional room means not 
only more rent to pay but an increased expenditure on furnishing, 
heating, lighting, etc. The inhabitants would rather live in fewer 
rooms, well furnished according to their standards, which gives 
more warmth and comfort according to their view, than have 
more space with a scanty supply of furniture. They feel more 
like ‘home’ when close together.”’ 

Our evidence as to overcrowding is somewhat confused owing 
to the fact that some witnesses, notably the sanitary officials, 
refer only to “technical” overcrowding, 1.€., cases where the 
accommodation shows an insufficient number of cubic feet per 
head ; while others refer to the general impressions of “too many 
on the ground.” In technical overcrowding there has been a 
diminution in most districts ; by dint of steady pressure the sani- 
tary authorities have brought about a marked improvement. But 
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in some places it still persists. In Whitechapel, inspections of 
selected cases were made in 1914, and 463 living rooms were 
found to be overcrowded. In Holborn, on the other hand, only 
39 cases were found in the same year, whilst in St. James’s, Soho, 
technical overcrowding fell from 115 cases in 1911 to 28 in 1914. 
In Poplar there is no serious overcrowding amongst the normal 
population, but there is amongst the Jews and in the Chinese 
quarter. In Vauxhall, overcrowding is reported as prevalent, 
especially at the present time, when many of the soldiers’ wives 
are sharing their houses. In Woolwich, owing to war conditions, 
the percentage of overcrowding to house-to-house inspection has 
risen from 1'8 in 1913 to 2'1 in 1915. From some districts comes 
the suggestion that the sanitary inspectors do not know of all the 
overcrowding ; €.g., in Bermondsey “the borough authority has 
found little to complain of . . . but the experience of social workers 
is that in certain areas there is a good deal of overcrowding.” A 
worker in Shoreditch puts the case perhaps rather strongly when 
she says: “The inspectors don’t go round at night, when the 
rooms are full and people are sleeping in layers on top of each 
other” ; but the sanitary authorities themselves feel this difficulty. 
In Camberwell, where there is said to be a great deal of over- 
crowding, the officials say that the difficulties of prosecuting are 
extreme, as definite information can only be collected by night 
inspection, and when a case has been proved the landlord can 
generally show that he was under the impression that there were 
several fewer children in the family than there actually are, and 
the tenant that he is unable to get accommodation, or else unable 
to pay for it. In Finsbury the authorities find it “difficult to 
know how to deal effectively and satisfactorily with overcrowding. 
It is contrary to all humane considerations to have the family 
ejected at a few days’ notice. ... The lady sanitary inspector said 
they were obliged to shut their eyes to a good deal of overcrowd- 
ing.” The difficulties are no doubt enhanced by the irresponsible 
attitude of some house agents. Two house agents of fairly large 
properties consisting of blocks of buildings and houses are reported 
as saying that they have no restrictions as to the number living in 
flats and houses, but that this matter is left entirely to the sani- 
tary authorities. No control is exercised by the agents over 
sub-letting in small houses. 

To show what overcrowding may mean we quote some cases 
from Finsbury, the most crowded borough in London. In 1911 a 
special inquiry was made into fifty consecutive cases of overcrowd- 


ing; and two of the families, consisting of eleven persons each, 
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and four consisting of ten persons each, were found to be occupying 
two-roomed tenements. In the Medical Officer of Health’s report 
for 1914 particulars are given of the thirty occupants of a house 
let off in rooms. .Two of the rooms were occupied by a family 
consisting of father, mother, sons twenty-four, twenty, eighteen, 
fourteen, and daughters twelve and nine years. The weekly rent 
was 6s. ; the front room was used as a living room for all, and was 
occupied at night by the parents and two girls. The room con- 
tained 1,092 cubic feet, and was overcrowded. The back room 
contained one double bed occupied by the four sons for sleeping 
purposes. Its cubic capacity was only 704 cubic feet. The father 
was an ‘‘odd’’ man, but had not done any work for nine months. 
The three elder sons were porters, earning from 12s. to 20s. a 
week, and all enlisted. The mother was an office cleaner at 3s. 
a week. The youngest son was an errand boy at 5s. a week. 

Another two rooms in the same house were occupied by father, 
mother, boys ten, nine, one, and girls seven and fourteen years. 
The weekly rent was 5s. 6d., but had not been paid for four 
months. The front room, containing 617 cubic feet, was used as 
living room for the whole family, and was occupied at night by 
the father, mother, and baby. It was overcrowded. The back 
room contained one bed, occupied at night by the boys and the 
girls. The father was a loafer, and was said to do odd jobs when 
it suited him. The mother sold matches and begged in the streets, 
taking the youngest child out with her. To these practices the 
other tenants strenuously objected, alleging that they brought dis- 
credit upon the fair name of the house, and with such effect that 
the father, thoroughly ashamed of himself, enlisted and the mother 
moved elsewhere. 

From Chelsea we have instances of overcrowding, from which 
we take the following. Two rooms occupied by man, wife, four 
children over 10 and two under 10. Three rooms occupied by 
man, wife, four children over 10, five under 10. Two rooms 
occupied by man, wife, four children over 10, four under 10. One 
room occupied by man, wife, two children over 10, one under 10. 
One room occupied by man, wife, three children over 10, one child 
under 10. The whole list shows a total of thirty-four rooms 
occupied by 134 persons. 


CHILDREN AND ‘INSANITARY CONDITIONS. 


It will be noticed that cases of overcrowding nearly always 
consist of families with children, and this indicates what is still 
one of the most serious problems of London housing. It is quite 
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clear from our reports that in many districts families with more 
than two or three children find great difficulty in getting suitable 
accommodation, and are driven to overcrowd in quarters where 
no objection is made to children. These are generally situated 
in the less desirable streets. This is such a serious matter that 
we shall quote from our reports at some length. 

St. James’s, Soho.—Working men with families have the same 
difficulty in finding rooms as they had fifteen years ago. Unless 
they take a set of rooms in one of the working-men’s dwellings it 
is very difficult for them. . . . One result of the difficulty in 
obtaining rooms is that men with families sometimes understate 
the size of their families and after taking possession of their rooms 
bring in more children who have been temporarily housed by 
friends. 

Stepney.—The difficulty is a more or less chronic one. In St. 
George’s it is customary for the mother of a large family to be the 
“landlady” of the house and to let off what rooms she can to 
lodgers. . . . Most of the new flats which are being erected do not 
provide for families with more than one or two children. 

Brixton.—It is very difficult for a large family to find rooms. 

Greenwich.—A leading estate agent has to turn away hundreds 
of applicants, and the difficulty of obtaining rooms is greatly 
increased for people with large families. 

Poplar.—There is a lack of suitable accommodation for 
superior working-class families apart from block dwellings. These 
are as a rule very undesirable for children. 

East Dulwich.—For working people with large young families 
rooms almost impossible, and houses very difficult. It is quite 
common for the family to consist of two children when the rooms 
are taken and to increase by several more in a week or two. 

Camberwell.—The class that cannot get house-room are the 
married working men with young children. 

St. George’s, H. Sq.—Families with young children still 
experience difficulty in finding decent accommodation. The diffi- 
culty is greatest in the case of widows who have to go out to work. 
These generally have to be content with basement rooms. 

The following extracts show how the children are driven into 
the least desirable quarters :— 

Hammersmith.-—All the relieving officers said that better-class 
agents would not consider a family with several children, but that 
there was no difficulty as to this in very poor streets. House 
agents say that except for the very poor streets, ¢.g., Notting 
Dale, the limit seems to be two children. 
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Bermondsey.—Still the same difficulty as before in finding 
rooms; it is this that sometimes drives a decent family to the 
worse streets where landlords are not so particular. 

From a few districts we hear that there is no difficulty, or that 
the difficulty has decreased. The Newington report is interesting 
on this point., It states that on the Ecclesiastical Commissioners’ 
property “no distinction is made with regard to children except 
in so far as is necessary to avoid overcrowding ”’; in one set of 
working class flats children are taken three in a two-room tene- 
ment and more if extra rooms are taken; in a building housing 
rough, low-class people no objection is made to large families ; in 
the Guinness Buildings there is no objection to large families 
if sufficient rooms are taken ; in some small houses inhabited by a 
dirty and low class, children are freely admitted—four, five, and 
sometimes even six very young ones in two rooms. 

We get glimpses of the reason why children are tabooed in 
several reports. One says “The great deterrent is that children 
mess things up so”; another, ‘‘ House agent tells us she is always 
willing to take children if they are brought up as children and not 
as hooligans who destroy the property. So long as children 
retain their instinct for destructiveness it is to be feared that the 
owner of tenement houses will continue to regard them with dis- 
favour.” From Paddington comes the interesting statement that 
the difficulty has been greatly reheved by the good influence of the 
Boy Scout movement on the children. Probably the good influ- 
ence has consisted in affording scope for the energies of the 
children outside the narrow confines of the two or three rooms 
which constitute their home. Children do not easily adapt them- 
selves to such narrow confines, and it is not desirable that they 
should. The difficulty is being well met in some districts, from 
which we hear that young married people move out into the 
suburbs until the children are old enough to go to work, when 
they move back again to save fares. A less satisfactory solution 
is indicated by a medical officer of health, who points out that the 
percentage of families with more than five children has fallen 
considerably ; in St. George’s, E., from 45°8 in 1904 to 82°1, and 
in Whitechapel in the same period from 33°8 to 23'7. This may 
be partly due to the migration outwards just noticed ; but partly 
also to causes indicated by the steady fall in the birth-rate, which 
in Westminster was from 17 per 1,000 in 1905 to 12°2 per 1,000 
in 1914. So long as the housing conditions for families remains 
what they are, the fall seems justified and even desirable ; no one 
can contemplate with any satisfaction the fate of those children 
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who are brought up in bad surroundings because they belong to 
large families. 

What those surroundings may be under unfavourable condi- 
tions we can gather from the description of sanitary conditions 
given in our reports. From nearly every district comes mention 
of improvement, often of great improvement, but from most dis- 
tricts there comes also a reference to particular streets or houses 
which are unsatisfactory from a sanitary point of view. The 
report from St. James’s, Soho, illustrates most of the difficulties 
which have to be contended with: “Sanitation, though bad in 
some parts, has very much improved. There are a considerable 
number of very old houses, mostly small, which are very difficult 
to deal with. . . . There is also sometimes lack of proper light and 
air in the courts. .. . B. buildings are an instance of houses which 
might be kept in a proper condition, but are insanitary owing to 
the very low class of people living there. . . . Another kind of 
house in which sanitary conditions are bad is large or medium- 
sized houses which were formerly occupied by one family cnly, 
but are now let out to four or more families. Here the sanitary 
arrangements which were sufficient for the original class of tenant 
are now inadequate.”’ 

Several reports refer to the inadequacy of these adapted houses, 
but the worst conditions are perhaps found in smaller houses and 
courts and in block dwellings. In Stepney “there are still very 
bad cases of insanitary dwellings scattered over the borough—one 
set of flats which is a disgrace.” In St. George’s, E., “blind 
alleys are a bad feature of our district. They consist in many 
cases of some ten or twelve small houses, and are the resort of 
those who are content to lead drunken or undisciplined lives.” 
Shoreditch has concentrated upon its drainage system, which “is 
as good as any in London; connections to sewers are made on the 
latest principle, even to bad old houses, so that the drains are 
far better than the houses.” In Brixton, as one would expect, 
sanitation is on the whole very fair, but “the accommodation in 
two or three streets in Stockwell is very inadequate, and the sani- 
tation very bad.” In Hammersmith conditions are “pretty fair 
except in the Notting Dale part of the borough, where the con- 
ditions as to sanitation are extremely bad. St. Agnes Mission 
report that many of these houses are unfit for habitation.” Green- 
wich quotes “notable cases of neglected courts in insanitary condi- 
tion.” In Poplar “there is no serious difficulty with exception 
of one or two block dwellings which are in a bad condition and 
ought to be dealt with.” In Southwark, “conditions have 
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improved in the last five years, but some dwellings are a 
scandal.”’ 

Several reports refer to the habits of the tenants as a cause of 
insanitary conditions. The Whitechapel report points out that 
“in actual practice the habits of the people have an important 
bearing on the problem. Closed windows and dirty rooms will 
cause injury to health though the amount of cubic space may not 
come within the legal limit.” St. George’s, H. Sq., says: 
“Tnsanitary conditions are often not the fault of the landlord, but 
arise from the careless and dirty habits of the tenants. Additional 
powers are required by which such tenants could be summarily 
dealt with.” The Finsbury medical officer of health says (Annual 
Report, 1913): “In some streets where the inhabitants are 
drunken, dissolute, and reckless, where they are given to wilfully 
destroying property, where they steal and sell the leads off the 
roof, where they break up the stair rods for firewood and sell the 
rainwater pipes for old iron, in these streets fresh defects and 
dilapidations would be disclosed possibly every week or two, and 
it would appear to be impossible to inspect them too often. These 
people are unfit to be entrusted with decent houses.” On the 
other hand, it is recognised that conditions may be so bad as to 
make it practically impossible for the tenants to lead even toler- 
ably healthy lives. We hear, e.g., from Bermondsey, that “not- 
withstanding the technically sanitary condition of the houses, it 
is agreed among those who know the conditions intimately that 
an immense number of dwelling houses in the borough—some 
whole streets and entire blocks of buildings—are practically unfit 
for habitation. There are many very old houses along the water- 
side, of which almost all are impregnated with vermin; many 
that are not so old are in the same condition through the habits of 
successive dirty occupiers. In any of these it would be impos- 
sible for the cleanest family to keep clean ; nothing can cure them 
but destruction.” It remains as true now as when Miss Octavia 
Hill first demonstrated the fact, that the improvement of the 
houses and the tenants must proceed pari passu if permanent 
reform is to be effected, and in this connection we may quote a 
remarkable statement by a sanitary inspector in Woolwich: 
“With better financial conditions many of the houses I have 
almost despaired of have become improved beyond belief, which 
goes to prove very emphatically that if we want to eliminate the 
slum type of human being and the slum type of home, the surest 
and quickest way is to give the workman a good living wage.” 
We are afraid that even a good living wage would be hardly 

















1917] HOUSING CONDITIONS IN LONDON 339 


effective against a vermin-infested house, but there is no doubt 
much truth in the proposition. 

On the whole, the impression we gather from these reports 
is that insanitary conditions have been reduced to a point where 
a strenuous effort in each borough is all that is needed to vanquish 
them altogether. Meanwhile the fact remains that it is just under 
these conditions that large families of children are being brought 
up. In the confined quarters of town life children tend to be 
regarded as ‘“‘nuisances,” and as such either fail to be called into 
existence or are relegated to surroundings which are not sensitive 
to “nuisances.” It is a struggle between what we may perhaps 
summarise as “propriety”? on the one hand and vitality on the 
other, in which vitality is getting the worst of it. Perhaps the 
leading problem of our great towns is to devise conditions under 
which the two shall not be incompatible. 


MOBILITY OF THE PEOPLE. 


The fact that rents have ceased to rise, that overcrowding has 
been reduced, and sanitation improved, seems to suggest that the 
pressure on accommodation is not so great as it was in 1900, i.e., 
that the supply of rooms is more adequate to the demand for 
them. It is not at all clear from our reports that this is the case 
to any marked degree. Quite apart from the circumstances of 
the war, which has affected different districts in very different 
ways, there appears to be a steady pressure on accommodation 
and a diminishing number of empties in most districts. This is 
partly due to the marked diminution in the average number of 
persons occupying a room, partly to demolition, and other causes. 
The following report from St. James’s, Soho, illustrates several 
important points: “The whole area is becoming less and less 
residential and more of a business and commercial centre. . 
There has been during the last fifteen years a steady demolition 
of dwelling houses, which houses have almost without exception 
been replaced by warehouses, factories, and business premises. 
. . . There is still very great pressure upon housing accommoda- 
tion, and empties are rare. A firm of house agents dealing with 
all classes of property in the district states that lately there have 
been a certain number of upper rooms unlet owing to the fear 
of Zeppelins. There has also been an increase of empty rooms 
in lodging houses due to the exodus of foreigners in consequence of 
the war. Tenements in working-men’s dwellings are very seldom 
unlet, and in many cases there is a long waiting list. In normal 
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times it is very difficult to find a good room at a reasonable rent 
either in a private house or in one of the working-men’s 
dwellings.” 

In Bermondsey it is said that “no rooms that are at all fit to 
live in are empty for more than a few days; it is hardly possible 
to get rooms without a long wait. A few dilapidated houses near 
the docks are left for the destroyer, and one tumbledown build- 
ing is unoccupied.” In Poplar, “the borough is quite full. There 
are no empties. Serious difficulty is now experienced in finding 
accommodation.’’ In Camberwell there is very considerable 
pressure on accommodation, and though greatly increased by the 
war the pressure had made itself felt before the war and will con- 
tinue afterwards. Percentages of empties have fallen from 5 per 
cent. in 1911 to 3 per cent. in 1916. In St. George’s, E., it is 
reported that there are no houses or flats to let, and the demand 
seems slightly greater than the supply. In Lambeth, building 
has not for some years kept pace with the increase of population. 
Agents say there is absolutely no property unlet owing to the 
influx of munition workers. In East Dulwich there is pressure 
on all houses at a low rent; there is not an empty house in the 
district. In Shoreditch the pressure on housing accommodation 
would appear to be increasing; empties are decreasing; in 1912 
52° per cent. of working-class rooms were to let; in 1918, 3°7 per 
cent. In Woolwich there was a great shortage of working-class 
houses even before the war. 

It is curious to note that we may find adjacent boroughs in 
one of which there is great pressure and in the other plenty of 
accommodation to spare. In Hammersmith the “number of 
empties is smaller than ever before, having fallen from 1,400 in 
1908 to 422 in 1915; in Fulham “there are practically no empty 
tenements at the present time”; and yet in Kensington “there is 
no lack of accommodation in the working-class districts of the 
borough. In fact, in North Kensington there are many empty 
or partially empty houses.” The explanation is probably that 
people naturally prefer districts where houses are more modern 
to those in which they are old and ill-adapted to the requirements 
of tenants. 

There are other districts, as, for instance, Paddington, Clap- 
ham, and Stoke Newington, where there is said to be no pressure, 
and in Southwark the pressure has much diminished of late years 
owing to a diminution in population. On the whole, we may 
wonder, not that there is a difficulty in many districts, but that 
considering the circumstances the difficulty is not greater than 
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it is. There are many causes tending to increase the demand for 
house-room : the natural increase of the population; the higher 
standard of living which will not admit of crowding ; the demoli- 
tion of old houses and their replacement by business premises ; 
and perhaps also the revulsion against block dwellings in favour 
of smaller houses. Against these must set in the main two 
factors, the improvement of locomotion which enables the worker 
to live away from his work, and the greater freedom of migration 
from one district to another. In the past this migration has been 
mainly from central districts outwards, but it will be noticed in 
some of the following extracts that there is a marked tendency for 
the tide to turn inwards again from the suburbs. 

In St. James’s, Soho, there is a constant tendency for people 
to leave the central district. “Some move from choice and settle 
in the suburbs, others migrate across the river to Southwark, 
Lambeth, etc., or to St. Pancras on the north in the hope of 
finding cheaper rooms. . . . About twenty years ago there were a 
large number of working jewellers, etc., who lived over their 
small workshops, and workers in other trades who did the same. 
These men now all live in the suburbs or out of central London.” 

In Holborn “there is a steady migration from the district, 
especially among the sons of old residents, who very rarely remain 
in the neighbourhood. The priest of St. E.’s church stated that 
he had noticed recently that a certain number of middle-class 
families were seeking for rooms in the neighbourhood of his 
church. The members of these families had been living in the 
suburbs, but had decided to move into the centre of London, 
where they would be near the principal markets and able 
to buy their food at a cheaper rate than they could in the 
suburbs.”’ 

In Stepney there is noted a return of some of the better type 
of workmen from the suburbs owing to the congestion of traffic. 
As the Jewish population improve in circumstances they migrate 
east and north to Walthamstow, Ilford, and other districts outside 
London. Improved ’bus and train services have greatly facili- 
tated such migration; their place is filled by a lower class of 
immigrant from Central Europe. 

In Newington, “families that migrated to the suburbs have 
to a great extent returned, finding the advantage less than was 
expected. . . . Trams to the suburbs make plenty of outlet for 
people who want a change.” 

‘‘ The growth of Hammersmith has been very much owing to 
the migration of the people outward from the city. It is 
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considered to be a convenient place of abode. Some years 
ago people began to go still further out, but are now drifting 
back again.”’ 

In Greenwich “there is a natural tendency to get further out 
and leave the old basement houses for brighter surroundings at 
Lewisham and Charlton.” 

In Bermondsey, “migration outwards by the better part of the 
population has taken place steadily since the coming of electric 
tramways and motor ‘buses. It has been checked since the war 
by the great difficulty of finding accommodation in the 5.E. 
suburbs. . . . The natural tendency of those of the present genera- 
tion who have been influenced by better education . . . is to insist 
upon more human conditions of housing, and as soon as they 
are married they seek elsewhere what they are unable to find in 
Bermondsey. Thus the more industrious and ambitious members 
of the community are lost to it.” 

In North Lambeth before the war there was a tendency to 
return inwards, which has now much increased. There is also 
an outward migration. 

In Camberwell up to about five years ago the people were still 
tending to migrate towards Catford, Lewisham, Brockley, etc., 
i.e., clerks and artisans. The present tendency is to come back. 
The long journeys to and from work are found to be too great a 
strain, and as families grow up the amount spent on fares to 
work outweigh the slight saving in rent. . . . On the other hand, 
there still seem to be a good many people moving into Camber- 
well from the Borough to Lambeth. ‘‘The borough is thus filling 
up on both sides, with clerks on the one side and with labourers 
on the other. The needs of the clerk are being met because he is 
a desirable tenant; the labourer is unprovided for because it 
doesn’t pay to house him, as he often fails to pay his rent and 
often knocks his house about.” 

Parts of Wandsworth and Putney have received a large acces- 
sion of population in recent years, many of the newcomers being 
persons displaced by the Waterloo and Clerkenwell improvement 
schemes. 

In Southwark there has been in the ten years between 1901 
and 1911 a loss by migration of 39,399, or 17 per cent. of the 
whole population. It is the more prosperous families which move 
out to the suburbs. In St. George’s, E., the inhabitants who are 
in regular, well-paid employnient migrate to outlying eastern 
suburbs, and their place is taken by aliens from Central Europe. 

In Finsbury there was an outward migration when trains were 
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first electrified, but people are now coming into the borough 
again. 

From Dulwich there was a considerable migration about two 
years ago to Thornton Heath, where attractive small houses were 
being built. 

In Shoreditch it is found that some of the working class 
migrate out, e.g., to Tottenham, on marriage and then return to 
a more central district when the family grows up and goes out 
to work, in order to save tram or train fares and dinners out. 

To judge from these reports, a large proportion of London’s 
millions is always on the move, attracted hither and thither by 
their varying needs and the provision that is made for them. 
Improved means of transit has made them greatly more mobile 
than they used to be, and it seems true to say that any district 
now may get the class of resident for which it provides suitable 
accommodation. If it cherishes its slums it will have left to it 
that mixture of the incapable, the unfortunate, the reckless and 
dissolute which goes to make up the residuum, while the stronger 
and more fortunate and those who aspire to better conditions will 
seek them elsewhere. To quote again from the Bermondsey 
report : ‘““Given the present conditions of housing in Bermondsey, 
no education or social reform or effort at making life a better thing 
will be of any avail. The schools are excellent. The borough is 
well off for open spaces. There are many organisations for social 
work, and medical facilities are many. All the work done by 
these . . . is discounted by the conditions of housing. The various 
large blocks of tenement houses are in large measure very bad. 
... All are very far from being ideal, while the smaller houses 
in many places are unfit for human habitation. This is un- 
doubtedly the crying evil in Bermondsey, and not until this is 
altered will the attendant evils of drink, immorality, and utter 
improvidence cease.” 

In conclusion, we may refer to three points of interest :— 

I. There is first the question of how far definite attempts are 
being made to improve the condition of ‘‘bad areas.” So far as 
we have been able to gather, they are not numerous. Good work 
is being done by special agencies in Clarendon Street, Paddington ; 
in Heckford Place, Fulham; in Quinn Square, Waterloo Road ; 
in a block of buildings, Whitechapel ; and in St. Mary’s, Lam- 
beth. The Stepney Council of Public Welfare have a standing 
Sub-Committee on Housing, and the Whitechapel C.O. Commit- 
tee have a special Bad Areas Committee. From Kensington we 
hear that in Notting Dale houses have been taken over by public- 
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spirited landlords and put under good management, with the 
result that the general tone of the roads is decidedly better than 
it was ten years ago. In Pimlico a House Management Associa- 
tion which was formed at the instance of the C.O. Committee 
has been in existence for two years, and a considerable improve- 
ment in the character of the street attacked has already taken 
place. This is a good beginning, but perhaps not more than a 
beginning, of the work which requires to be done. 

II. It would seem that in only three districts has the housing 
question been complicated by the presence of aliens. From St. 
James’s, Soho, we hear that “One change in the character of the 
population has been very marked in the last fifteen or twenty 
years, viz., the large influx of Jews to the district round Wardour 
Street, etc. The immigration was first noticeable at the time of 
the great strike of tailors, when the Jewish tailors from White- 
chapel came west in order to take the work of the tailors who 
were out on strike. The Jews have ever since continued to come 
into this district.” 

The Stepney report explains that as the Jewish population 
improve in circumstances they migrate east and north to Waltham- 
stow, Ilford, and other districts outside London, their place being 
filled by a lower class of immigrant from Central Europe. Accord- 
ing to the medical officer of health, they also migrate west, the 
Jewish social ladder being Whitechapel, Stepney, Holloway and 
Islington, St. John’s Wood and Maida Vale, Park Lane. 

That the presence of aliens has an undesirable effect upon 
housing accommodation we hear from St. George’s, E.: “The 
foreign immigrant population has tended to preclude property 
owners from making improvements, inasmuch as they realise that 
any houses, however dilapidated, will be readily snapped up... . 
All agents who have any dealings with Jewish tenants prefer them 
to the English, whose places they have taken. They are stated to 
be good-principled, more dependable, and more thrifty. . . . It 
may, however, be alleged on the other side that the demand of 
foreigners for improvements is not so high, and, therefore, as the 
cost of upkeep of the houses is less in their case, the bias of the 
landlord would be in their favour.” 

From Poplar we hear that the only serious overcrowding is 
amongst the Jews and in the Chinese quarter which requires 
constant attention. ‘ 

III. Finally, there is a point of special interest to the C.O.S. : 
the influence of charities upon housing accommodation. It is 
perhaps rather remarkable that there is only one district where 
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this is found to be a difficulty worth noting, i.e., Finsbury, but 
there it is really serious. ‘‘ Both in St. Luke’s and in St. Sepul- 
chre’s there are many pensions available for persons who have 
lived more than two years in the parish, and there is naturally 
a great reluctance to move out of it. ... A woman who had moved 
from St. Sepulchre’s parish said that she lost one or two shillings 
a week through not getting doles of coal, meat, clothes, etc., but 
said she was obliged to go as another woman offered the landlord 
higher rent.’’ The medical officer of health points out that 70.4 
per cent. of the births are notified mainly by medical students and 
lady midwifery students, and that in all these cases the mothers 
are attended gratuitously. This means that in 1914 1,800 mothers, 
or two out of every three, were cared for during childbirth and 
during the subsequent lying-in period for no charge whatever. 
Perhaps the chief reason for objecting to this practice is that ‘‘it is 
quite common for mothers to move their homes temporarily into 
Finsbury.’’ In his report for 1914 the medical officer speaks of 
Finsbury as the ‘‘ happy hunting ground for the amateur philan- 
thropist.’’ It lies, as he says, ‘‘ on the outskirts of the City of 
London, and its houses are being slowly but surely converted into 
warehouses and workshops. The change creates in the vicinity of 
the demolished sites a zone of crowding and congestion. The 
hospitals and philanthropic institutions which lie in and near its 
borders attract into the district the poor, the destitute, the sick and 
ailing—who are from a public health standpoint most undesirable 
citizens.’’ As our reporter remarks, ‘‘Things seem to move in a 
vicious circle ; the ‘ amateur philanthropist’ comes because of the 
poverty and congestion, and does not always realise that short- 
sighted schemes of relief will increase the very evil that he seeks 


to remedy.”’ 
HELEN BosaNQquET 
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THE DEPRECIATION OF GOLD. 


Dr. VISSERING’S article in the June number of the Economic 
JOURNAL is interesting through the information it gives us of the 
monetary conditions of Holland and the policy of the Nether- 
lands Bank during the war. But his general theoretical views 
and the conclusions he draws from them seem to be, to say the 
least, rather questionable. 

His main point is that there is at the present time no deprecia- 
tion of gold. He lays very much stress on this point, and he is 
quite aware of its essential importance for the position he has 
taken to the, monetary problems of the day. “This fact,” he 
tells us, “must be absolutely incontrovertible,’ and he takes 
much trouble to support his view. His interest in this point is, 
however, not only theoretical. ‘There is,” he says (p. 172), 
‘‘ another reason why one should proceed with great caution in 
putting forward the opinion that gold has depreciated in value.” 

.A closer examination of the following pages shows this other 
reason to be the great accumulation of gold in the Netherlands 
Bank. At the end of 1916 the bank-notes in circulation amounted 
to 758°4 millions of florins. Of this sum not less than 594°6 mil- 
lions were covered by specie and bullion. After the war demands 
for means of payment to foreign countries will have to be met, 
and for this purpose the Bank will have to use its gold. ‘hen it 
is clear enough that, as Dr. Vissering puts it, “if the Bank has 
helped to depreciate the value of gold, its troubles will be endless.” 

That everybody who has accumulated large amounts of gold 


1 Professor Cassel has forwarded this paper as a reply to that part of Dr. 
Vissering’s paper in the last number of the JourNaL, on which the latter 
founded his criticisms of the policy of the Swedish Riksbank. If by the state- 
ment that ‘‘gold has not depreciated’? Dr. Vissering is to be taken to mean 
that prices have not risen, his position, as Professor Cassel shows, is easily 
disposed of. But the impression produced on the minds of some readers at 
least was rather that he used the term loosely to indicate that nothing had 
occurred to render gold unsuitable to fulfil its function of international standard 
of exchange or to justify its deposition from this office, and that in this 
sense gold has not lost its ‘‘value.’’ In defence of this position he argued that 
both the diminished purchasing power of gold over commodities and also the 
loss of parity between gold as bullion or foreign coin and gold as legal tender 
were mainly due to temporary and exceptional causes.—Norte By Ep. 
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should be interested in the maintenance of general confidence in 
the absolute invariability of the value of gold is not surprising. 
But this interest has nothing to do with a scientific investigation 
in the real nature of the present monetary situation of the world. 
The most fundamental fact that such an investigation reveals to 
us, the fact which indeed contains the key to a right understand- 
ing of the whole matter, is that there has taken place during the 
war a very sharp depreciation of gold. 

Inflation has always, in periods of inflation, been denied by 
the majority of practical men. In the present period of the most 
general inflation monetary history has seen, all nations are un- 
willing to acknowledge the depreciation of their own money, 
though the depreciation of foreign monetary standards may be 
clearly understood and even strongly emphasised. It is, however, 
quite impossible to get a consistent explanation of the depreciation 
of the different standards in its relative degrees and of the con- 
sequent extraordinary movements of the international exchanges 
without fully acknowledging the depreciation of gold that has 
taken place. This depreciation is perhaps not quite so great 
as the depreciation of the pound sterling, but probably—for 
reasons which are to be made clear below—somewhat greater than 
the depreciation of the Dutch florin. As the Amsterdam rate of 
exchange on London differs from the par level by less than 5 per 
cent., the depreciation of gold clearly cannot be much behind the 
depreciation of the pound sterling. 

The fact that an inflation of British money has taken place has 
not been concealed from the British public. In this respect the 
leading financial Press of England has the honour of having been 
open-minded enough to tell the truth. The only method of 
measuring this inflation is by means of the index numbers. The 
Economist index rose in February, 1917, to 230°5, and in March 
to 240°9, as against 115°9, July 1st, 1914. This signifies that 
the inflation has passed the figure 200, in comparison with 100 as 
representing the standard before the war. For May the index 
was 246°0, and consequently the inflation already over 212. It 
is then reasonably certain that the inflation of gold has reached 
the figure of 200, if not already passed it: 

This means that gold has lost at least half its pre-war value 
in comparison with the wholesale commodities of the Economist 
price statistics. Nobody familiar with these matters will deny 
that this signifies approximately a loss of half the purchasing 
power of gold against commodities in general. Of course, the 
figures do not tell us anything about the cause of this fall of the 
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value of gold. But they leave the fact itself as firmly established 
as anything in economic life ever can be. When, in spite of this 
evidence, Dr. Vissering makes himself an advocate of the popular 
idea of the invariability of the value of gold, he can probably just 
as little reckon on the support of enlightened English opinion as 
on that of modern economic science. 

What, then, is the cause of this extraordinary fall in the value 
of gold? The general and most important cause is no doubt the 
creation of fresh currency which has been going on in all countries, 
neutral as well as belligerent, and which has probably in most 
countries brought up the circulating means of payment to more 
than the double of their former volume, in several countries to 
much more. In earlier cases, when inflation was restricted to a 
single country, the result has invariably been that the precious 
metals have been driven out of circulation and that an agio has 
been quoted for them in the paper currency, which, just for this 
reason, has been said to be depreciated in relation to the metal. 
If this happens in a single country the effect on the value of the 
mint-metal itself will generally be small, and this effect, though 
theoretically always existent, seems never to have had such an 
importance that it has drawn much attention to itself. In the 
present case, however, when all countries have increased their 
paper currencies simultaneously, the effect on gold, which is now 
the universal mint-metal, could not but be very marked. Gold 
is, aS @ means of payment under normal conditions, subjected to 
a certain competition with paper currency. This competition has 
now been immensely aggravated, with the consequence of a very 
considerable fall in the value of gold. The gold which has now 
been exported from countries with a depreciated paper currency 
has found little room open for itself. The masses of gold which 
have been thrown upon the comparatively narrow neutral markets 
have meant an enormous increase in their circulation, and have, 
therefore, necessarily depressed the value of the neutral money 
and, of course, at the same time the value of the gold itself. 

Now it may, of course, be said that the volume of commodities 
to be handled by the world’s currency has diminished during the 
war, and that the general rise of prices may partly be ascribed, 
to this moment. The part of the rise of prices which can be 
explained in this way is, however, probably not very great, and 
the manufacturing of fresh paper currency is in all cases 
incomparably the more important factor. For our present pur- 
pose, however, it does not matter whether the one or the other 
cause is more prominent. We are here only concerned with the 
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result, which is a fall in the value of gold, in comparison with 
commodities, to about half its former figure. This must be 
called a depreciation of gold, irrespective of the causes which have 
led to the result. 

The Dutch currency has not escaped the general inflation. 
This may be seen from the balance figures of the Netherlands 
Bank given by Dr. Vissering, which show an increase of notes in 
circulation from 310°4 millions on July 25th, 1914, to 758°4 mil- 
lions on December 30th, 1916. In spite of this evidence, Dr. 
Vissering tries to demonstrate that no inflation of meney has 
taken place in the Netherlands. He tells us that “in the private 
discount market money has been becoming constantly cheaper,” 
the private rate dropping sometimes to 1 per cent. and even 
lower, and monthly loans on ’Change varying between 2 and 4 
per cent. He also informs us that the rates for longer loans vary 
between 5 and 44 per cent., and that Government and municipal 
loans have gone down to nearly 4 per cent. Now such rates are 
clearly much below the rates that would prevail in an unfalsified 
capital market in a period when the destruction of capital and the 
demand for fresh capital both have reached such an unprecedented 
degree as at present. This is just the typical sign of inflation : 
the money rates are lower than they ought to be on a true capital 
market and the purchasing power of money is gradually falling 
off. Dr. Vissering, however, draws an opposite conclusion : 
There can have been no superabundance of money, for then this 
would have caused the money rate to drop still lower ! 

Dr. Vissering even goes so far as to say that “the direct 
consequences of inflation, which would in the first instance be a 
general rise in price and a fall in the exchanges, are not present.’’ 
This assertion seems in itself so strange that one cannot but 
wonder that Dr. Vissering has not even tried to support it by 
actual figures. In England the index numbers show a very 
decided rise in the general level of prices. A similar, though 
perhaps greater or smaller, rise is shown by all available price- 
statistics from other countries. Is it, then, really very probable 
that Holland should make the only exception? Is there no price 
index for commodities in the Netherlands, or at least for certain 
important classes of commodities? Dr. Vissering does not tell 
us anything about that, but still he will have us believe that no 
general rise in prices has taken place in the Netherlands ; though 
some goods have risen, other goods have not done so or have 
even dropped in value. Still, the only commodity he can quote 
as an example is bricks, of which he says that their price has not 
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been much raised! When Dr. Vissering includes foreign ex- 
changes among the goods which have fallen in value (p. 169) his 
reasoning seems to be extremely confusing. 

The movements of the rates of exchange should, of course, 
be studied for themselves. When inflation takes place in a single 
country its money will lose in value in comparison with other 
countries’ money. This is at present, generally, not the case for 
the Netherlands. But it would be wrong to conclude from this 
fact that there is no inflation in the Netherlands. There is an 
inflation, and a very sharp inflation too. Only, in most other 
countries a still greater inflation has taken place at the same 
time, and the consequence is that the money of these countries 
has fallen in value in comparison with the florin. The move- 
ments of the exchanges are simply determined in the main by the 
quotient between the inflations of the different countries. When 
we know the inflation in one country—e.g., Sweden—we can even 
calculate the inflation in the Netherlands by means of the rate 
of exchange between the two countries. 

For April, 1916, the English inflation, according to the 
Economist index, is 165°7. As the mean rate of exchange on 
London in Stockholm was Kr.16.09 instead of the par rate of 
Kr.18.16, the Swedish inflation may be calculated to have been 
146°8. The relative increase in the Swedish circulation was for 
the same month 148°8, or nearly the same figure. A provisional 
and not very exact index number for the prices of commodities, 
which I have calculated for Sweden, showed for April, 1916, the 
figure 146°7. Consequently there was in the said month an 
inflation in Sweden of about 147 or 148, corresponding very nearly 
to the enhancement of prices as well as to the increase in the 
circulation, and showing practically the same relation to the 
English inflation of the same time as the actual rate of exchange 
to the par rate. I have obtained similar results month for month 
from July, 1915, to the end of 1916. Now, if we take the Swedish 
inflation for April, 1916, at the above figure of 146°8 and observe 
that the mean rate on Amsterdam for the month was Kr.144.43 
instead of Kr.150.00 as par, we can in the same manner find the 
Dutch inflation to have been 152°3. 

How much had prices risen in Holland at the same time? 
According to a summary of the rise in the prices of food in 

1 The principles of these calculations, together with some preliminary 
results, are given in two articles ‘which I contributed to the Economic JOURNAL 
in 1916 (March and September). A more systematical exposition of my 
methods and results has now been published, with tables and diagrams, under 
the title Dyrtid och sedeléverfléd, Stockholm, 1917. 
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different countries, published by the Swedish ‘‘ Social Board,” the 
index for Holland for April, 1916, was 145 in comparison with 
100 for July, 1914. If commodities of all kinds had been included 
in the computation of the index, it is very probable that the 
increase would have been somewhat greater. For Sweden the 
figure of the quoted statistics was for the same month 141, whilst 
my own index, which includes in addition materials of ircn and 
wood, as stated above, runs up to 146°7._ Probably iron and wood 
are not relatively cheaper in Holland than in Sweden, and we 
should have to increase the index for Holland at least in the same 
proportion as for Sweden—i.e., to 151. Thus we find that the 
rise in the general level of Dutch prices from the beginning of 
the war to April, 1916, cannot be put much lower than the figure 
152°3, which we have calculated by aid of the foreign exchanges. 
The inflation of the Dutch monetary standard seems then to be 
a fairly well established fact. For comparison it may, @.g., be 
noted that for Switzerland the index, according to the above 
quoted statistics, is 151 (for March, 1916), and the inflation cal- 
culated on the foreign exchanges is 156°2. Thus the same pro- 
portional increase of the food index would in this case give a 
general index nearly coinciding with my figure of inflation. 

For March, 1917, my figure for the Swedish inflation is 185°6, 
and my figure for the increase in the Swedish circulation 186°7. 
As the mean rate of exchange on Amsterdam was Kr.136.43, the 
figure 185°6 for the Swedish inflation gives an inflation for the 
Netherlands of 204. Gold has probably a somewhat lower value 
than the Dutch money, and the inflation of gold must therefore 
at the said time have been a little more than 204. 

Dr. Vissering does not think that the general rise in prices 
has been caused by the increase of fiduciary money. ‘The 
prices,’’ he says (p. 170), ‘‘ rose immediately after the commence- 
ment of the war, when the increase of fiduciary media had not 
yet assumed such large proportions.” In reality, so far as can be 
ascertained, just the opposite must have been the case. The 
manufacture of paper currency began in most countries on a large 
scale immediately after the outbreak of the war. The relative 
increase of the monthly mean circulation was for Sweden in 
August, 1914, already 1308 in comparison with 100 as normal 
figure for the month. Such a high figure for the rise of prices 
was not reached before September, 1915, when my index was 
130°4. There are strong reasons to believe that the development 
has been similar in other countries. The purchasing power of 
money has probably in no country fallen, in the first period of the 
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war, in the same proportion as the circulation increased. The 
explanation is that in the first panic money was hoarded on a 
large scale, so that the nominal increase of circulation did not 
act to its full extent as an increase of the effective circulation. 
But gradually the hoarded money came forward again. For 
Sweden, where hoarding was very marked in the autumn, 1914, 
it must, according to my calculations, have ceased altogether with 
February, 1915. 

The extraordinary war-hoarding having in all countries, except 
perhaps in the Netherlands, long ago come to an end, it is quite 
out of date to try, as Dr. Vissering does, to explain the increase 
of fiduciary circulating media as a result mainly of hoarding, or 
more generally of “credit given by the public to the banks of 
issue” (p. 171). In all countries with modern banking equip- 
ment circulation is to-day generally quite effective, and the reason 
why such large amounts of means of payment are required is 
simply the extraordinary rise of the general level of prices—i.e., 
the depreciation of the money standards themselves. 

The practical conclusions which Dr. Vissering draws from his 
anything but clear theoretical ideas and his defective knowledge 
of actual facts are naturally not very well founded. Dr. Vissering 
severely attacks the Swedish banking policy, by which gold was 
deprived of its capacity of serving as a means of payment which 
must be taken at a fixed rate in Swedish crowns. This policy 
was inaugurated by Sweden in February, 1916, because of the 
depreciation of gold which already at that time had begun to make 
itself perceptible in a very disagreeable manner. In doing this 
Sweden was fully within her rights. It may well be argued that a 
country which would deliberately raise the value of its own money 
would thereby act unfairly against foreign buyers who had con- 
tracted to pay in that money. But in this case there is no question 
about that. Sweden has not raised the value of her own money. 
On the contrary, she has, as shown above, allowed her money to be 
drawn down by the fall of gold, and this not only before February, 
1916, but even, to her own great disadvantage, after that time. 
But in February, 1916, Sweden tried to cut off this pernicious 
dependence on the yellow metal. Other countries, however, have 
allowed their money to fall much more in value, in the case of 
Holland nearly as much as gold, in other cases very much further. 
In comparison with their money Swedish money has naturally 
risen. But that is not the fault of Sweden. 

Neither have buyers of Swedish products much to complain 
of. It is true they may have been forced to pay a little more for 
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the Swedish crown than they counted upon in making coatracts. 
But this, then, only depends on the further depreciation of their 
own currency in the meantime, and this depreciation must 
generally have raised the prices of the products in their own 
market to the same degree. 

If anybody has anything to complain of it should be the seller 
who has sold his goods in a country with a constantly deteriorating 
currency, and in due time gets his receipts in a money of a much 
diminished value. But it really seems curious that the country 
which has held its money highest in the world-wide depreciation 
should be blamed for that. 

Dr. Vissering’s reproaches against Sweden are tlicrefore really 
quite out of place. 

Sweden naturally wished to get foreign goods as payment for 
her exports. This must without doubt be said to be the normal 
way of settling debts in international trade. The desire of Sweden 
was, therefore, in no way unreasonable. Dr. Vissering says that 
it “was most unreasonable as against Holland, for Holland had 
no goods which were available for export to Sweden, and with 
the best of intentions we could not meet their wishes in the 
matter.” The extreme exaggeration of these words will imme- 
diately strike every reader. Dr. Vissering gives himself in his 
article several proofs of the great exporting capacity of Holland 
at that time, and he describes in detail the special measures which 
were necessary in order to finance the export of his country. That 
Holland has had, in this period, a very large surplus export can 
be seen already from the extraordinary increase in the gold stock of 
the Netherlands Bank, viz., from 170°3 millions of florins on June 
25th, 1914, to 594°6 millions on December 30th, 1916. But over 
and above this gold import, Holland has in different forms given 
very large credits to other countries in order that they should 
be able to pay for their purchases from Holland. Dr. Vissering 
himself tells us that special financial arrangements were necessary 
for the Dutch export of cattle, of sugar, and of tobacco. It seems 
very strange indeed that a country with such a quite embarrass- 
ing surplus export should not have been in a position to liquidate 
her relatively small purchases from Sweden with goods. The 
truth seems rather to be that Holland preferred selling her goods 
in other markets, where perhaps better prices could be obtained, 
and wished to throw on Sweden a part of the unnecessary gold 
that poured into the country in consequence of such sales. 

It is quite incontestable that the Netherlands Bank itself has 
refused to acknowledge gold as a full-valued means of payment, 
and admitted it only in a few specified cases. The Bank has 
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thereby shown that it regards gold as depreciated even in relation 
to the Dutch currency,’ and it has not shrunk back from the 
practical consequence of this state of things. The measures taken 
by the Netherlands Bank to prevent gold from being used as pay- 
ment by foreign countries to Holland are in principle on a line 
with the corresponding measures of the Swedish Riksbank, which 
have been so séverely condemned in Dr. Vissering’s article. The 
difference is practically only that the Netherlands Bank has not 
succeeded in keeping its money so much above the depreciating 
gold as has the Swedish Riksbank. The reason for this is, how- 
ever, probably not so much to be sought in a sort of self-sacrifice 
for the sake of gold as an international standard as rather in a 
natural regard to the large stock of gold already accumulated by 
the Bank, and in the confused ideas on monetary theory and the 
faulty perception of the actual facts of the present monetary situa- 
tion which seem to prevail in the government of the Netherlands 
Bank. G. CASSEL 


1 Gold not being freely admitted into Holland, it has no doubt a somewhat 
lower value than Dutch money, i.e., the inflation of gold is, as I have said 
above, a little greater than that of the florin. 
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AGRICULTURAL ORGANISATION IN IRELAND 





FOUNDED in 1894, after five years of preliminary work by a 
few individuals, the Irish Agricultural Organisation Society 
celebrated its majority in modest fashion shortly after the out- 
break of war. Had the times been normal it is possible that 
the stocktaking which would have accompanied this event would 
have been followed by the awakening of increased popular interest 
throughout the United Kingdom. As it was, however, the 
I.A.0.S. has been swallowed up in the vortex of war and is 
playing its important part in comparative obscurity. 

Yet as some realisation of the urgency of a real agricultural 
policy seems now at last to be dawning, the time may not be 
inopportune for a brief account of the work inaugurated in Ire- 
land by Sir Horace Plunkett, Mr. Anderson, and others. 

The aim of the I.A.0.8. is to teach the Irish farmers the 
double lesson of business methods and of organised self-help, 
with all the improvement of social and economic life implied 
therein. This considerable task would never have been prac- 
ticable if it had been attacked in any vague manner ; it was neces- 
sary that a standard method should be discovered which would 
bring about these results. The method consists in the organisa- 
tion of co-operative societies, in which the farmers are combined 
for business purposes and from which incidentally they may 
derive spiritual advantage by learning to trust and be trustworthy. 
The structure of a co-operative society is now sufficiently well 
known ; the outstanding features of difference as against a joint- 
stock company lie in the limitation of interest on shares to 5 per 
cent. and of share holdings to £200, the principle of distribution 
of profits in proportion to trade done with the society, and most 
important the giving of one vote and only one to every member 
of the society irrespective of his financial interest. The object 
of such a constitution is obviously to make the interests of the 
suppliers or purchasers identical with those of the shareholders, 
and it is by virtue of this that the form of organisation is found 
peculiarly suitable to a nation of small farmers, 
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The strength of the movement in Ireland has centred largely 
in the creameries, which receive the milk of their members, pay 
for it each month in proportion to butter fat content, and invest 
any surplus in the improvement of buildings, plant, etc. The 
process of manufacture in this case is carried out by a skilled 
and paid staff, but the ownership and control of the creamery is 
vested in the farmers themselves who supply the milk. In most 
cases the loyalty of those members who are liable to be swayed 
more by the temporary offer of competitive prices than by a far- 
sighted consideration of their own interests is secured by the 
so-called “binding rule” which operates as a contract between 
the member and the society. The member binds himself to 
supply all his milk to the creamery and the creamery undertakes 
to receive and pay for it. Breach of contract is punishable by 
liquidated damages, but the penalty seldom has to be enforced. 
The material success of the co-operative creameries is well 
illustrated by the following table, which shows their progress 
at the end of each five-year period since 1894 :— 


TABLE A.—Progress of Creameries. 


Paid up 
Share Loan 
Number. Members. Capital. Capital. Turnover. 
1894 30 1641 15,468 6,061 151,852 
1899 171 26,577 74,223 46,262 728,000 
1904 217 42,432 112,296 112,070 1,089,620 
1909 301 44,213 138,254 111,365 1,841,400 
1914 350 47,086 149,755 133,210 2,731,628 
1915 344 45,385 154,574 121,676 3,499,264 


The effect on the Irish butter industry of these creameries, 
though it has never received full acknowledgment, has been 
revolutionary. At the time when Sir Horace Plunkett and his 
followers first appeared on the scene—in the year 1889—the 
industry was threatened almost with extinction. 

Improvements in transit facilities had removed the great 
natural advantage which the Irish producer enjoyed from his 
geographical position and had given the English consumer the 
opportunity of making a selection between various butters. He 
soon discovered the superiority which the introduction of new 
methods had given to Danish produce, and the market for Irish 
butter dwindled. Regularity of marketing and uniformity of 
manufacture became essential to success, and it was only by the 
establishment of creameries managed and equipped on modern 
lines that these things could be accomplished. The founders of 
the I.A.0.S. deserve a place in Irish history for having realised 








oneal 














7 ARN ai ia cae ANTE as 





mais page 2s 





1917] AGRICULTURAL ORGANISATION IN IRELAND 357 


and acted upon these facts. That the place could not have been 
filled with equal success by ordinary proprietary creameries, as is 
sometimes claimed, appears from the history of butter-making 
in Denmark. Thus we read that “in 1879 the introduction of 
the separator made it desirable to set up creameries that would 
buy raw milk from small farmers and manufacture butter from 
it. This work was undertaken at first by capitalists, who met 
with little success because the interest of the farmers did not 
extend beyond the milk, and because these private dairies were 
unable to turn the dairy offal—skim milk, ete.—to profitable 
account.” 

The improvement in the quality and position of Irish butter 
which has been effected is clearly shown by the figures of exports 
extending over the last twenty years. The price of milk paid 
to the farmer has also doubled, apart from the abnormal rise 
caused by war conditions. Two things remain to be accom- 
plished—the establishment throughout the country of a regular 
system of cow-testing and the introduction of winter dairying. 
The former would, it is believed, increase the average yield per 
cow by anything from 50 per cent. to 100 per cent. in the course 
of a few years, thereby adding thousands of pounds to the national 
revenue, while the latter would enable Irish creameries to main- 
tain their position on the English market all the year round 
instead of having, as at present, to leave the Danish competitors 
an open field for several months. That these things have not 
yet been accomplished is certainly not the fault of the I.A.0.58., 
which has consistently preached them. A good deal has, in 
fact, been done, but the Irish farmer, while probably more in- 
telligent than many of his kind in’ other countries, is no less 
suspicious of innovations, especially when they are introduced 
by persons whom he classes as “theorists.” In other countries 
the weight of Governmental authority and the inducement of 
Government aid have been largely effective in forwarding such 
reforms—but in the United Kingdom we have long since learnt 
not to look for such a policy where agriculture is concerned, and 
a new attitude is only now making itself felt. 

Second in importance to the creameries come the “agri- 
cultural” societies, which are to some extent modelled on the 
“Bezugsvereine” of Germany and the “syndicats agricoles” of 
France. They are “supply societies’’ from which the farmer 
can buy the raw materials of his trade at a reasonable price with 
a guarantee of quality—which for his purpose is even more 
important than price. The foremost literary exponent of the 
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movement, Mr. George Russell (A.E.), has pointed out frequently 
that the farmer is in point of fact a manufacturer and is entitled 
to treatment as such. Before the introduction of co-operation, 
however, he was so far from having realised this position that 
he habitually bought in the dearest and sold in the cheapest 
market. The agricultural societies, by offering practically 
wholesale ternis for fertilisers and seeds, have remedied one part 
of this absurdity and have effectively checked the extortions of 
the “rings” which controlled these trades. A slower but in- 
evitable advance is being made in the direction of solving the 
problem of marketing by using these societies as agencies for 
the collective sale of their members’ produce. A considerable 
amount was done in this way in 1916 in connection with the 
supply of country produce to the large numbers of troops garri- 
soned in Ireland. 

The position of the agricultural societies is illustrated by 
Table B. In considering this table it must be borne in mind 


TaBLeE B.—Progress of Agricultural Societies. 
Paid up 


Share Loan 
Number. Members. Capital. Capital. Turnover. 
1896 38 3,000 1,639 1,124 39,741 
1901 112 11,695 3,053 11,285 71,704 
1906 159 13,063 5,553 29,812 73,175 
1911 171 18,271 6,836 40,672 129,199 
1915 219 23,450 31,734 52,187 310,341 


that throughout the dairying districts of Ireland there are flourish- 
ing creameries in existence; the supply business is largely done 
through them, and it is net considered advisable to start new 
societies for the purpose. 

It will at once occur to the reader that the individual societies 
scattered throughout the country would have little or no power 
to do anything more than to save a small amount of retailers’ 
profits; nor would they be in a position to give any guarantee 
of quality. From the time when the first five or six of these 
bodies came into existence it was apparent that they must com- 
bine for buying, analysis, and so on, in order to be effective. 
They had already a Federation in the I.A.0.8., but this society 
was and is (in spite of frequent misrepresentation) a strictly 
advisory, non-trading body, and could not help them in this 
matter. Consequently, the*Irish Agricultural Wholesale: Society, 
Ltd., generally known as the I.A.W.S., came into existence in 
1898 as a trade federation of the local societies. Its objects are 
those common to all co-operative trade federations—to supply the 
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affiliated societies with goods of guaranteed quality for resale to 
their members at as low rates as possible, and also to market 
the produce of agricultural societies. From the outset it was 
bitterly opposed by powerful combinations and was in some cases 
forced to import supplies direct from America. But after a few 
years of persistent effort, the I.A.W.S. was able to claim to 
have effected a reduction to farmers of no less than 50 per cent. 
in the price of guaranteed manures, and to have compelled the 
larger seed merchants to adopt the practice of having seeds tested 
and sold under certificate. The volume of business (transacted, 
it may be noted, on an exceedingly slender capital) has con- 
tinuously and rapidly increased, as may be seen from the follow- 
ing Table C. In 1917 its tarnover is expected to exceed 
£600,000. 
TaBLE C.—I.A.W.S. 


Paid up Loan. 
Members. Capital. Capital. Turnover. 
1899 83 2,493 1,636 36,799 
1903 86 —- — 64,936 
1907 156 3,833 3,327 65,638 
1911 216 8,053 11,154 132,929 
1915 337 12,158 15,074 375,379 


Two interesting developments of the agricultural societies 
deserve notice. The introduction of modern methods of tillage, 
and particularly of the catch-cropping system which has been 
widely advocated by the I.A.O.S., has increased the demand for 
labour-saving machinery. The need for such machinery is par- 
ticularly felt in Ireland, where labour is increasingly scarce and 
wages necessarily low. But the average small-holder cannot 
afford to purchase expensive machinery for his own use, and the 
opportunity offered by co-operation is admirably adapted for 
getting over this difficulty. In some cases special societies have 
been formed for the purpose of buying implements (on an over- 
draft obtained from the bank) and hiring them out to the mem- 
bers in rotation at reasonable terms. Wherever possible this 
work has, however, been combined with the ordinary business 
of an existing agricultural society. The results have been re- 
markable; methods of cultivation hitherto unknown have been 
introduced into the most backward districts with a consequent 
increase of tillage amounting in some cases to as much as 100 per 
cent. in two or three years. It is unfortunate that the relations 
between the Department of Agriculture and the I.A.0.S. have 
not been such as to allow these societies to attain their full effec- 
tiveness, and this is certainly a case in which technical instruc- 
tion from the State Department should go hand in hand with 
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the improved business methods introduced by the voluntary 
body. 

The second development is that of “general purpose ” stores, 
extending the scope of the original agricultural societies in such 
a way as to supply all the domestic requirements of their mem- 
bers. This enlargement has been looked upon askance by the 
authorities, who are influenced by the complaint of the “legi- 
timate trade,” that it is unfair that farmers should undertake 
their own shopkeeping ; it has been made a condition of the some- 
what meagre financial assistance given to the I.A.0.S. by the 
Treasury through the medium of the Development Commissioners 
that the central body shall not organise societies for other than 
purely agricultural purposes. But neither the Treasury nor the 
J.A.0.S. can prevent the existing agricultural societies from 
developing their business in any direction they choose, and the 
fact is that there is an ever-increasing demand throughout Ireland 
for stores, and that the majority of societies which have added 
to this business in this way have profited both themselves and 
the surrounding population by doing so. In many rural districts 
the chief need of the poorer classes is an agency which can free 
them from the petty tyranny of the local storekeeper. Further- 
more the extra turnover and continuity of business afforded by 
this addition to the scope of a society has an excellent effect in 
sustaining interest in the conduct of its affairs, and the wider 
margin of profit allowed in the case of domestic requirements 
enables the Committee to pay reasonable wages for a permanent 
staff. An agricultural society pure and simple which does not 
handle any business except that of seeds and fertilisers is very 
apt to degenerate into a fortuitous combination which is active 
only at certain periods of the year. 

A form of co-operation which has done much for Ireland, but 
is now somewhat under a cloud, consists in the organisation of 
credit societies or agricultural banks. In the early days of the 
movement these societies were formed in many of the poorest 
parts of the West and were of the greatest service in providing 
working capital for small farmers to tide over temporary diffi- 
culties. The form adopted was taken from the Raiffeisen banks 
of Germany, and the principle of unlimited liability was uni- 
versally accepted. Loans are made on personal security at a low 
rate of interest (usually from 5 per cent. to 7 per cent.) for repro- 
ductive purposes only and for a period in no case exceeding one 
year. The maximum loan is as a rule £50, but the general 
average is in point of fact far smaller than this, being from £2 
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to £10 in most parts of the country. Being organised under the 
Friendly Societies Act rather than the Industrial and Provident 
Societies Act, owing to their unlimited liability, the credit socie- 
ties have no trading powers, which considerably restricts their 
scope as against that of the German institutions. Furthermore, 
the competition of the Post Office Savings Bank, combined with 
the habitual distrust of the Irish farmer for any financial in- 
stitution which has not Government backing, has made it 
extremely: difficult for most of these societies to obtain deposits. 
As a consequence, the “thrift” which was so essential a feature 
in the German model has been rather lost sight of in Ireland, 
and the agricultural banks have tended to become indeed “credit 
societies” rather than true banks. The unfortunate result of this 
is that they.do not act as collecting centres for a central body 
as is so largely the case in Germany and Austria, and thus they 
do nothing to relieve the chronic scarcity of capital from which 
the whole movement suffers. At the same time their importance 
remains purely local, so that as the prosperity of a neighbour- 
hood increases the demand for the services of such a society 
grows less. For these and other more technical reasons the 
credit societies have not flourished in the same way as other 
branches of the movement. They alone of all the societies have 
been accorded in the past State assistance in the form of loans 
at a low rate of interest. This inducement no doubt caused them 
to be easily organised at one period, and between 1900 and 1906 
their growth was perhaps over-rapid. After 1907, with the change 
of policy which took place on Mr. T. W. Russell’s accession to 
the Department, these loans were recalled, and the State body 
became more or less unfriendly to the societies. We need not 
here enter into the details of a painful controversy ; it will suffice 
to point out that at the same time that the credit societies were 
weakened in this way the I.A.0.8. also lost the support, financial 
and moral, of the State, and was consequently unable to devote 
sufficient attention to these little societies which were unable to 
pay in proportion to services rendered. No new credit societies 
have been organised for some years, and it is hoped that in the 
future this business may be transacted where required through 
agricultural societies on a limited liability basis. It must not, 
however, be concluded that this part of the movement is to be 
written down as a failure. The reports of the I.A.0O.S. contain 
many instances of the benefits conferred upon the small farmers 
of Ireland by these societies. The following extract from a letter 
is characteristic :— 
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“The loan of £3 which I borrowed from the Kileommon Bank 
on August 22nd I applied as follows : On August 27th I purchased 
three young pigs for £1 15s. ; on February 15th following I sold 
two pigs at £3 15s. I have kept one, a sow, for breeding. She 
is now within three weeks of young ones and is valued at £4. 
The balance of the loan, £1 5s., enabled me to hold over sale 
of a calf which at the time would only have fetched £1 10s. This 
is still in my possession and is well worth £3. The feeding for 
pigs would have been worthless to me without them, the potatoes 
being small and black.” 

To those who know the economics of western farming the 
testimony is eloquent—and such cases are innumerable. It is 
also striking as showing both the honesty of the small-holder 
and the business methods taught by these banks that the £13,000 
once outstanding in State loans has now been repaid in full with 
the loss only of about £150—or far less than a year’s interest, 
and this in spite of the gloomiest forebodings and the greatest 
lack of sympathy in official quarters. 

The miscellaneous societies affiliated with the I.A.0.S. are 
not very numerous, but some of them are of considerable im- 
portance. Thus the Wexford Meat Society kills cattle and sheep 
and cures bacon for a large proportion of the farmers of Co. 
Wexford, shipping meat to England and saving heavy middle 
profits. Its turnover is as high as £80,000 a year. Bacon-curing 
is also carried on co-operatively at Roscrea in Co. Tipperary, and 
this society supplies the town of Roscrea with electric light. The 
example of bacon-curing is being followed on a smaller scale and 
mainly for home consumption in several districts, and if further 
developed should do much to reduce the tremendous imports of 
American and Canadian bacon, which are an illogical feature 
of Irish economics. 

A certain number of poultry and egg societies are flourishing 
and have a considerable turnover; there are also a number of 
flax societies in the North and one or two associations of fruit- 
growers. In general, however, the tendency is to combine all 
the activities of a neighbourhood in the hands of one society and 
thus to approach the highly-organised, self-supporting community 
which has been so long and so brilliantly advocated in the writings 
of A.E. An important new development in this direction is the 
addition of milling plant to co-operative creameries. In view of 
the greatly increased harvests which may be expected under the 
new tillage regulations, both this and the co-operative storage 
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of grain, which the I.A.O.S. is now attempting to organise on 
a large scale, are of the greatest possible importance. 

It will be seen that the policy of the I.A.O.S. and the actual 
results achieved entitle it to a serious consideration in the re- 
shaping of economic life which has been rendered necessary by 
war conditions. The tendency of the time is entirely towards 
centralisation and specialised representation of professional in- 
terests, and it is at last recognised that the professional interests 
of agriculture are of paramount importance to the national well- 
being. No body is so well qualified to represent them, so far as 
Ireland is concerned, as this democratically constituted farmers’ 
parliament. Furthermore, the work of the co-operative societies 
is the natural corollary of the policy begun at so much cost by 
the Land Acts. The statement that ‘‘the magic of property 
turns sand into gold” has been proved by Trish experience to 
be only a half-truth. There is perhaps no people among whom 
the land hunger is so marked a force, yet without proper instruc- 
tion in business methods the new small-holders were little, if at 
all, superior to the tenants of twenty years ago. The defect of 
Government policy was that it stopped short at handing over 
the sand without giving instruction in the science of alchemy: 
the thanks of the nation are due to Sir Horace Plunkett for 
having seen and put into practice the remedy for this defect. 
It is unfortunate that the work has not been more generously 
backed up by those in authority. When this omission is repaired, 
as no doubt in the course of reconstruction it will be, the results 
should be tremendous. 

By a proper use of the machinery provided by the 1.A.0.5. 
and its affiliated societies it should be possible to make certain 
that in the next grave national crisis Ireland shall not only be 
self-supporting, but able to contribute a certain amount of food 
to the support of her neighbours. The foregoing brief and neces- 
sarily incomplete sketch of this machinery will have served its 
purpose if it awakens in the mind of some English economists 
a new interest in a form of economic development which has 
hitherto been woefully and unaccountably neglected. 


LIONEL SMITH-GORDON 
Dosuin, July, 1917. 
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REVIEWS 


Modern Currency Reforms. By Proressor E, W. KEMMERER. 
(Macmillan and Co., Ltd.) 


Tus publication should become a valuable book of reference 
for those contemplating changes in currency systems. A com- 
pendious history is given of the currencies of India, Porto Rico, 
the Philippines, the Straits Settlements, and Mexico. The list 
would be more complete were the Dutch East Indies and Nicar- 
agua added. A précis is made of schemes suggested and adopted, 
whilst opposing views are set down faithfully, and dispassionately 
examined. As each country passes under review the writer points 
out the mistakes made, and records his own opinion on the 
various matters of detail and principle. Our debt to Professor 
Kemmerer would have been still greater had he made a necklace 
of his beads. We propose to pick out the more valuable of them 
and see whether a string cannot be found upon which they may 
be threaded in a nice graduation. 


Adverting to the principal beads, it was insufficiently recog- - 


nised in the early days of these experiments that an accepted 
currency, which is in equilibrium with the demands upon it, 
requires, other things being equal, no intrinsic value behind it 
to sustain its existing parity. It matters little whether it be 
silver, or paper, or sea-shells. Indeed, intrinsic value proved in 
the case of the Phjlippines and the Straits a positive inconveni- 
ence. A fear existed that a silver token currency rated much 
above its value would be at the mercy of the forger, whereas, in 
fact, metallic currency is in less danger than a paper currency, 
for the machinery and material necessary to successful enterprise 
are difficult to conceal with impunity. Silver coins were there- 
fore minted, which became, owing to a rise in silver, more valu- 
able than their legal equivalence in gold, and it became necessary 
to recall them and reduce their silver contents. 

A more interesting point of detail which emerges from those 
studies is, however, the question of the par adopted. If this be 
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higher than that existing, the par desired can be attained in 
three ways: by a positive reduction of the quantity circulating ; 
by a negative reduction effected by the efflux of time, no additions 
being made; by the value of the standard, to which it is to be 
attached, falling to the par desired. 

The last-named method has not been attempted, although it 
might perhaps have proved successful had these experiments been 
deferred to, say, 1907. The first was adopted by the late Mr. 
Conant and myself in Nicaragua, where the currency was an 
infinitely depreciated inconvertible paper currency. Like the 
Sibyl of old we burnt vast quantities. The second has been the 
course usually followed, but there have been subsidiary variations. 
In some cases, like that of the Straits and India, no par was 
named ; the policy being that of “wait and see.” In others a 
par was indicated at the start. 

Pages might be written profitably on the many considerations 
to be weighed when determining upon a par. One country desires 
a high par owing to its heavy external obligations in gold. Another 
may pay more regard to the effect upon existing contractual 
obligations within its own borders. A third, like Porto Rico, 
may find new units of currency confusing to its peasantry and 
too large for their dealings. In this case the shopkeeper and the 
moneylender endeavoured to substitute the cent of the dollar for 
the centavo of the peso in their prices. 

We have only space here to allude to an aspect of the problem 
which has not always been understood, nor, even when under- 
stood, treated with the attention it deserves. Under modern con- 
ditions contraction of the currency takes place vid the money 
market (cf. the locus classicus for this proposition in Professor 
Marshall’s evidence before the Royal Commission of 1887). But 
a high bank-rate cripples enterprise, and the consequential con- 
traction of the currency (falling prices) cripples it further. In 
other words, the change is exceedingly unpopular. A wise 
Government, therefore, taking public opinion into account, does 
well to pause before it departs from the par of the day. 

A clear conclusion emerges from all these experiments, 
namely, that a token currency can be raised by contraction to 
any parity desired and maintained thereat if the governing authori- 
ties are prepared in some way or another in some place or another 
to give gold in exchange for it. Where a country is an appendage 
of another more powerful one the latter usually takes control. 
In canine language, it wags it own tail, or, to adopt a more 
appropriate metaphor, the big brother takes charge of the little 
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one. This course has certain advantages in the matter of centring 
financial management and is certainly to the taste of the elder 
brother. But a real danger exists that the younger goes to the 
wall and is left to pick up the scraps from his senior’s well- 
furnished table. 

I.xchange standards, which are all the vogue just now, should 
not be more than half-way houses for countries passing from a 
lower to a higher standard of value, and they generally have more 
than a smack of the elder brother’s selfishness. As between 
England and India the tendency is to restrict the latter’s supply 
of gold to occasions when he has to pay it away to the former. 

Properly speaking, England and India are, or should be, on 
a common gold basis, each using the currency it desires and keep- 
ing the reserves, which sustain their token currencies whether 
silver or paper, wholly or partly in one country or the other as 
their mutual interests dictate. 

Most interesting questions circle round the amount of gold 
to be held in reserve. Should it become much too large the 
superfluity should go to the general exchequer. In this lies a 
temptation to use the system as a revenue-producing undertaking. 
Should it become slightly in excess, the natural tendency is to 
invest a portion. .That tendency may equally be abused, for the 
strength of a reserve lies mainly in its being gold, hard gold, and 
not securities, however liquid. 

In a crisis the release of gold, when gold is scarce, clearly 
affords greater relief than to join in the scramble for it by selling 
securities. 

The great war in which the world is now engaged accentuates 
a growing apprehension as to the propriety of the present standard 
of value. Gold of recent years has been produced in great abund- 
ance, whilst the effect of those supplies has been enhanced by 
skilful economies effected in their use. The result has been a 
continuous rise in general prices. Warfare has, moreover, com- 
pelled many, if not all, of the principal combatants to inflate 
their currencies enormously as a means of raising revenue, and 
prices have soared to heights hitherto unreached. The economic 
disturbance and inequities that result are so immense that it 
appears more than ever desirable to consider afresh other methods 
of determining the bases of present and deferred payments as 
may suggest themselves or perhaps be recovered from the limbo 
of lost and discarded ideas. 


F. C. HARRISON 
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The Mechanism of Exchange: A Handbook of Currency, Banking 
and Trade in Peace and in War. By Joun A. Topp, B.L., 
Professor of Economics and Commerce, University College, 
Nottingham, etc. (Oxford University Press. 1917. Pp. 
ix+255. Price 5s. net.) 


“Economics,” says Prof. Todd in his cheery and stimulating 
preface, “has come into its own” as a result of the war. It is 
a bold and rather paradoxical view, at a time when most of what 
the plain man believed to be the laws of what he had been 
taught to regard as economic science have been overruled by 
bureaucratic fiat—when the supply of most things is controlled 
and the demand for many is regulated, when capital is not 
allowed to leave the country or be put into home industry without 
Treasury sanction, and the mobility of labour is severely re- 
stricted. But the Professor is seen to be right as soon as we 
give a wide enough meaning to the word Economics. The result 
of the war, as he truly says, was “‘a striking revival of interest 
in economic problems; and questions of currency, banking and 
trade naturally attracted the greatest attention because they were 
the first to be affected by the convulsion. Business men of all 
kinds, finding their business paralysed by the breakdown of the 
usual monetary and financial facilities, wanted to know why, 
and they found that the answer lay with the economists.” 
Whether many business men would agree with the claim put 
forward in these last words, I am rather inclined to doubt. Some 
of them might maliciously rake up economic prophecies made at 
the beginning of the war to the effect that it could not last 
more than a few months because of the financial exhaustion that 
war on a modern scale would inevitably produce, and might also 
ask who was responsible for the view that unemployment on 
an appalling scale was likely to be one of its accompaniments. 
But when all this is admitted, there can be no doubt that the 
war has stimulated an enormous amount of interest in questions 
of man’s economic activity and achievements, both in their 
bearing on the war, to which they are seen to be all-important, 
and in their reaction on after-war problems. 

Everyone to his taste. To some minds the most interesting 
economic result of the war has been its demonstration of the 
importance, at such a crisis, of the man who can do certain 
humble but useful jobs, and the effect on such folk of this proof 
of their importance with regard to their future claims on a bigger 
share of the good things of the earth. A war which produces 
a statement in the House of Commons that it is much easier to 
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replace a Cabinet Minister than a good carter, must profoundly 
affect people’s views concerning the value of the services ren- 
dered to the community by certain of its members, as compared 
with the prices paid for them. Prof. Todd, with the severe 
austerity of the true economist, confines his inquiry to the ques- 
tion of what he calls the Mechanism of Exchange, under which 
title he includes the whole machinery by which goods and services 
are exchanged between individuals and between nations. 
Economics he defines (somewhat elliptically) as the “Science 
of Exchange Values or the science of prices, which are exchange 
values expressed in terms of money”’; and ‘‘money in the widest 
sense of the word, including metallic money, paper money, 
bankers’ money, and the credit system, is the means of ex- 
change.” And so it follows that money is the standard of value, 
“the means by which the value of different things is measured 
against each other, just in the same way as the relative height 
or weight or age of things is measured . . . by describing them 
each in terms of certain accepted standards known as feet, 
pounds, or years.” But the weak point of this monetary measure 
is that it is not constant like a foot or a pound weight. ‘The 
real value of money is its purchasing power . . . and as a matter 
of fact it is almost impossible to prevent that purchasing power 
of money varying from one place to another, and especially from 
one period to another. But such variation is fatal to the per- 
fection of money as a standard of value. . . . During the last 
forty years the value of money as a whole has first fallen and 
then risen again very seriously, and the results have been some- 
times disastrous and always very inconvenient.” Has not the 
Professor put the facts the wrong way round in the last sentence? 
Forty years ago takes us to 1877, and from that date to 1896 
prices fell and the value of money rose, and since then the process 
has been contrariwise, as is shown by one of his own industriously 
prepared diagrams, which are an admirable feature of his book. 
Since, then, money has this weakness as a measure, “the char- 
acter of money should be carefully studied so as to find out the 
nature of money, how it does its work, why these changes in 
its value take place, and, if possible, how to modify or prevent 
them ; and that is the underlying object of this book.” 

It is a great and inspiring subject that Prof. Todd has chosen 
and one that can be studied with especial profit in the fierce light 
that war’s conflagration has thrown on it. He has brought to 
its elucidation much labour and industry and a considerable gift 
of exposition; and if one cannot altogether agree with all his 
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conclusions, all his readers will thank him for gathering a store 
of facts concerning a problem of first-rate importance both during 
the war and in the future, when the joyful but difficult task of 
reconstruction will have to be faced. 

It seems to me, though herein I differ with all diffidence 
from Professor Todd, that if there is one economic theory that the 
war has emphatically confirmed, it is the Quantity Theory, stated 
as follows by the Professor : ‘The general level of prices depends 
on the amount of money in circulation ; it varies with the relation 
or proportion between the total amount of money in circulation 
and the total amount of goods or commodities in existence which 
must be exchanged for that money.” This statement of the 
theory will probably be accepted by most people as roughly 
satisfactory, though each of us might wish to alter it in some 
small detail, and it leaves out, though Prof. Todd allows for it 
elsewhere, the important and elusive question of the velocity 
of circulation. Chapter XIII. is devoted to “The Tegt of the 
Quantity Theory,” and opens with the question: “Is t#® Quan- 
tity Theory of Money true? Does the general level of prices 
depend on the amount of money in circulation, and, particularly, 
does it depend to any extent on the total gold supply or on the 
amount of gold in use as money?” In putting his problem thus, 
Prof. Todd sets a trap into which he himself afterwards walks. 
The Quantity Theory depends for its truth on the acceptance 
of all forms of money that is taken in payment for goods as 
equal in their effect on prices. If I buy a pair of boots and the 
bootmaker is prepared to take payment from me in a cheque, 
or a sovereign, or a Treasury Note, or silver, it does not matter 
which form of currency I use, when by handing it over I clear 
the boot-market of that pair of boots. Whether the volume of 
money depends on the volume of gold is a quite separate ques- 
tion, which does not affect the validity of the Quantity Theory. 
If gold were demonetised and were entirely and exactly replaced 
by paper, and the level of prices remained the same, the Quan- 
tity Theory would be not disproved, but confirmed. Much con- 
fusion has been produced before the war, and especially during 
its course, in discussions on the Quantity Theory and on Inflation, 
by this irrelevant entanglement of the relation between prices 
and the volume of gold; and Prof. Todd seems to have 
furthered this process of confusion. He finds that before the 
war there was, over a long course of years, a remarkable coin- 
cidence between the world’s gold supply and the general level 
of prices. He thinks that this coincidence would be quite 
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convincing ‘‘were it not for the difficulty of accepting the supposed 
supremacy of gold, in face of the fact . . . that gold itself, and 
indeed money of any kind, plays such an exceedingly small part 
in the enormous volume of the world’s monetary transactions.” 
What monetary transaction can take place without “money of 
any kind”? Apparently, by money the Professor is now talking 
of legal tender*money ; and again on the same page (p. 162) he 
speaks of “the amount of payments made by cheque, where no 
money passes,” and yet on the first page of his book he has 
defined money (as quoted above) as including “paper money, 
bankers’ money, and the credit system.” Nothing baffles and 
exasperates the puzzled economic student so much as this habit 
of his teachers of using the terms of the science in different 
senses on different pages. Coming next to the experience of 
the war, Prof. Todd thinks that “at first sight they seem entirely 
incapable of any explanation which would be in the least con- 
sistent with the theory. For the facts are .. . that the general 
level of prices has risen since the war beyond all experience in 
modern times, while the gold output has remained practically as 
it was before the war.” So he is hoist with his own petard, 
being astonished at a huge rise in prices and no abnormal increase 
in gold, whereas if he had steadily regarded the total volume of 
accepted currency he would have found an increase in it bearing 
a striking enough relation to the rise in prices to confirm the 
Quantity Theory very handsomely. So he proceeds to account 
for the rise in prices by such items as labour cost ; in other words, 
by saying that prices rose because they rose. However, he goes 
on to “theories afloat as to other causes, all of which do come 
within the scope of the Quantity Theory,” such as the increased 
use of paper money and inflation of credit by Government 
financing of the war in the shape of War Loans, Treasury and 
Exchequer Bills [sic], etc.” Prof. Todd believes that the first 
of these theories is disposed of by the fact that “the total in- 
crease of currency due to the issue of paper money was only 
some £120,000,000 up till the end of 1916,” and he also observes 
that many of these Treasury Notes went abroad. “But,” he 
proceeds, “even the total amount would probably not have been 
enough under present circumstances to produce any excess, for 
two reasons. In the first place, the circumstances of the war 
are in every way unique, and it is probable that one effect of 
the changes has been to mdke people use money in one form or 
another a great deal more than they formerly did.” This is 
really a very curious argument. People use more money (which 
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they could not do if more money had not been handed out to 
them) and consequently the fact that more money is used cannot 
be a cause of the rise in prices. “Finally,” continues Prof. 
Todd, “it seems hard to believe that there could have been any 
marked rise of prices due to excessive issue of paper money (which 
is equivalent to the depreciation of the paper money) without 
there having been some. disposition on the part of the public to 
prefer gold to paper, and any signs of such a tendency are entirely 
wanting either at home of abroad. The paper money has main- 
tained its value absolutely, and that is not to be wondered at 
in view of the fact that the Treasury Notes are in the last resort 
convertible into gold at the Bank of England, though sensible 
and patriotic people have never shown the least desire to con- 
vert them, but have given up the gold habit completely, for the 
duration of the war at least.” Here the Professor supplies his 
own answer. Patriotism and good sense have made people give 
up the gold habit, and so paper is king for the time being. But 
the statement that paper money has “maintained its value 
absolutely ” will again confuse a student who remembers, in the 
first place, Prof. Todd’s own statement that the value of money 
is its purchasing power; and, in the second, the great rise in 
prices which has diminished that purchasing power so seriously. 
One of the chief items in the excessive creation of currency 
during the war, namely, the increase in bank deposits through 
the planting of securities on the banks by the Government, is 
only referred to in a footnote to p. 170. Prof. Todd deals at 
greater length with the advances by bankers to customers against 
Government securities, but he thinks that this method of infla- 
tion has been adopted here to a comparatively slight extent. 
The increase of bank deposits he seems to ascribe to the increased 
value of our industrial output, due to the rise in prices. So, 
once more, there is more money because prices have risen, and 
therefore the rise in prices cannot be debited to the increase in 
money. “The long and the short of it is that no one can tell, 
and one opinion is worth no more than another on a question 
where the facts are not merely obscure, but almost unascertain- 
able from their very nature.” Such is the Professor's conclusion. 
To me, having had the benefit of reading Prof. Shield Nicholson’s 
address to the Statistical Society on “Statistical Aspects of In- 
flation,” it seems clear that there has been, as he therein stated, 
“an abnormal growth in the various kinds of currency as com- 
pared with the pre-war rates of increase,” and ‘‘an abnormal rise 
in the prices of all the groups of commodities used for index 
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numbers.” It also seems clear, though I fully agree with Prof. 
Todd that on this difficult question one opinion is as good (or 
as bad) as another, that this general rise in prices could not have 
taken place without the increase in currency, because without 
it no increase in demand could have been “effective.” And since 
Prof. Shield Nicholson also gives his authority to the view that 
“the root cause of the inflation of the currency has been the 
great expansion of Governmental credit,” it is the practical duty 
of all who see the serious evils now being produced by this infla- 
tion, especially in its effect on the minds of the wage-earners, 
to press for sounder methods of war finance. 
HARTLEY WITHERS 


Peaceful Penetration. By A. D. McLaren, author of “An Aus- 
tralian in Germany,” etc. (Constable. 1916. Pp. 224.) 


SEVERAL books have been written during the last two years 
on “peaceful penetration” as understood .and carried on by the 
Germans. Those of M. Henri Hauser, Professor Millioud, and 
Signor Preziosi, which were reviewed in this JOURNAL in June, 
1916, gave a fairly exhaustive survey of the nature of the German 
attempt to secure economic control of the world’s business. Mr. 
McLaren has not much that is fresh to tell us about the operations 
carried out by Germany in European countries, but his account 
of the German colonial effort, especially in regard to Australasia, 
will probably be news to most of us in some respects, although 
the facts were, no doubt, already well known to many people in 
Australia and New Zealand. I am referring to the earlier schemes 
set on foot by the ingenious controllers of German Kolonial- 
politik, not to the more recent manifestations of their activity, of 
which the state of the metal industry in Australia was a striking 
example, requiring drastic measures after the war began on the 
part of the Commonwealth Government. The public are well 
aware now that when the war broke out German agencies had 
control of the Broken Hill Mines, the Associated Smelters, and 
other industrial organisations in Australia, and that these concerns 
were bound by contract to confine the sale of their products to 
German agents. As Mr. McLaren puts it :‘‘In practice ‘control ’ 
had worked out in this fashion—Great Britain paid £90 for spelter 
in America ; Germany paid £30 for spelter produced mainly from 
Australian ores.” Long before the Germans secured “control” 
of Broken Hill, to possess colonies was a German aspiration. 
Before the German Empire came into being it was possible for a 
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German to maintain that the absence of colonies was due to the 
politically disorganised condition of the Fatherland, and to claim 
sympathy for a hardly treated people ; but since the acquisition of 
colonies by the Reich the real nature of the obstacle which has 
stood in the way of German colonial enterprise has become 
apparent to all but the Germans themselves, viz., the fact that 
there have never been any large number of Germans who desired 
to go to a German colony, except as officials. Germans who left 
the Fatherland did not do so in order to begin life again under 
a Prussianised German Government, with its class distinctions 
and red tape ; they left it in order to dwell in a free country, and 
therefore went either to one of our colonies or to America. Mr. 
McLaren tells us that he was at Bremen some years ago when 
a big steamer left for Australia with a number of Germans 
who intended to settle there. “The German Government im- 
plored them to go to South-West Africa instead of Australia, and 
remain true to the Fatherland, but not one of them changed his 
mind.” 

Mr. McLaren quotes Mr. Poultney Bigelow as having said 
(the reference is not given) that he once met a young German 
who announced that he was going to Hongkong to settle down. 
Asked why he did not go to his own colony, Kiao-Chow, he 
vigorously repudiated the suggestion and declared that he was 
somebody at Hongkong, but among the military at Kiao-Chow 
he was a mere nobody, in fact, ‘“‘a civilian.” In view of these 
difficulties, the German Government fell back on the idea of 
obtaining through its subjects abroad a controlling political posi- 
tion in non-German colonies, such as they were trying to establish 
in foreign countries, and no sense of gratitude to the people who 
gave them shelter (to say nothing of a feeling of honour) has 
prevented Germans either in colonies or anywhere else from falling 
in with this treacherous scheme so far as they could do so safely. 
In order to carry out this policy the German Government spent 
a great deal of money in sending out emissaries to “organise ” 
the Germans who had expatriated themselves, but were not in- 
accessible to money and blandishments on the part of the agents 
of the Reich. What had always been regarded as a harmless and 
rather touching trait in the German character—the tendency to 
form gymnastic clubs, music associations, etc.—greatly facilitated 
the kind of activity which culminated, in the United States, in 
the insolent attempts of Boy-Ed, von Papen, and even higher 
personages, to influence the American people's attitude in regard 
to the war. That the plans of ‘‘ Deutschtum ’’ were essentially 
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anti-American, as well as anti-British, is clear from the fact that 
as long ago as 1901 the Zentralbund of Philadelphia demanded 
the introduction of the German language into all the public schools 
of America. 

This demand for the recognition of the German language has 
taken the form of the creation of German schools in Canada, 
South Africa, and Australia, which many Australians now think 
should not have been allowed. Mr. McLaren says that a few 
months before the war a Berlin paper suggested that the Germans 
in Canada should agitate for the recognition of German as a third 
official language in addition to English and French. This prac- 
tice of taking advantage of the liberal institutions of free countries 
in order to pave the way for their conquest is only one of the things 
which make it impossible for the civilised world to endure Ger- 
many’s pretensions. Having failed to establish real colonies in 
the territories which the real colonising nations allowed Germany 
to take possession of, in the hope of modifying her policy of making 
herself troublesome to strong Powers and dangerous to weak ones, 
the German Government has been preparing to obtain colonies 
by conquest, “‘ready made,’’ in Australia, Brazil, and other places. 
These ready-made colonies were to be annexed by force, the docile 
German people having been taught since 1870-71 the doctrine of 
Clausewitz, that war is “a continuation of policy by other means.” 
In this connection Mr. McLaren mentions the significant fact 
that when visiting the Kolonialmuseum in Berlin, in 1911, he 
found that “‘the vestibule was full of models of Germany’s latest 
Dreadnoughts,” the German idea of colonies being inextricably 
mixed up with a huge navy. The policy of threatening to be 
unpleasant was fairly successful in the early ‘eighties, when the 
Gladstone Government agreed to the occupation of Northern New 
Guinea and the adjoining islands, and of Samoa, for the sake of 
peace and quietness, in spite of the objections made by the Aus- 
tralian States and New Zealand. That the German Kolonial- 
menschen looked forward to Germanising South Africa is common 
knowledge ; but it is very doubtful whether the Dutch would have 
quietly acquiesced in the fate proposed for them, even if we had 
been driven out of South Africa. There were, according to Mr. 
McLaren, only 14,816 Germans in South-West Africa after thirty 
years’ occupation of that country, during which time Germany 
has been continually whining about her need for colonies. Many 
of the Boers who settled if the colony in 1902 owing to their 
hostility to us were glad to come back to the Transvaal, finding 
that there they had gone out of the frying-pan into the fire, for 
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there was “too much damned government under the Germans.” 
Mr. McLaren has a good deal to say on Australia in world-politics 
which is interesting. He considers that Australia could not but 
be affected if the German plans for domination in Turkey and 
eventually in the Persian Gulf, and the Near East generally, suc- 
ceeded. But these grandiose schemes of the fierce military caste 
which has dominated Germany since 1871 could not be realised 
without arousing the opposition, open or covert, of the whole 
civilised world, and Australia is no longer likely to have to face 
the danger, unless she and we and the other countries sink back 
after the war is ended into the same state of careless security 
as we were lapped in before 1914. 
WYNNARD HOOPER 


A National System of Economics: With a Consideration of the 
Paris Economic Resolutions and of their Influence on 
Nationality. By J. Taytor Peppie, F.S.S. (University of 
London Press. 1917. Pp. xxvi+299.) 


THE University of London Press is said to have been estab« 
lished with the distinct purpose of reflecting credit upon the 
University, so that I turned with high hopes to what is, so 
far as I know, its first economic publication. A sad disillusion- 
ment awaited me. Mr. Peddie has no qualifications whatever 
to found a national system of economics or to write anything 
whatever about political economy, which he describes as an 
empty phrase—‘ The term political economy is an empty phrase ; 
it signifies nothing in modern practice ; it has outlived its useful- 
ness unless it be retained for the purpose of defining the science 
of Laissez faire, Laissez passer, as enunciated by John Stuart 
Mill and the Cobdenite school’’ (p. 264). He shows no trace 
of any acquaintance with modern economics. “After completing 
the present work a friend referred him to an American translation 
of Frederick List’s ‘ National System of Political Economy’ ” 
(p. xi)—a proposition which must be construed in defiance of 
grammar—and he added the last chapter and some footnotes, 
never having heard apparently of List before. He thinks he has 
made a great contribution to the history of economic theory by 
discovering “in a second-hand bookshop” (pp. xi and 243) a 
copy of Adam Smith’s “Moral Sentiments” containing the 1790 
preface. This preface, he assures us, “can only be known to a 
very limited circle,” whereas everyone who has a_ post-1790 
edition of the “Moral Sentiments” possesses it, and it was re- 
ferred to by Millar and Dugald Stewart, and served to aid 








376 THE ECONOMIC JOURNAL (SEPT. 


conjectures about Adam Smith’s Glasgow teaching for nearly a 
century until the publication in 1896 of the notes of his ‘ Lec- 
tures” set all doubts at rest (see Rae’s Life of Adam Smith, 
1895, p. 55). 

On p. 7 the author delivers himself as follows: ‘‘ Unfortu- 
nately empiricism is synonymous with Laissez faire and Laissez 
passer ”’—he really believes this, see pp. 37, 163, 258, 266—‘“‘the 
basis of our present economic life, with the result that our people 
have been accustomed in the past to follow mere catchwords and 
phrases and not any definite system of economic science. Our 
main purpose, therefore, in dealing with the subject is to demon- 
strate, to the best of our ability, that economic science is in a 
very backward condition in the world generally, and that 1t is 
difficult to understand why the professors at the Universities 
have neglected its development from the standpoint of nation- 
ality,’’ Germany is perhaps outside ‘‘ the world generally ’”’ : 
what “the subject” is it is difficult to discover from the context, 
so that it is not certain whether the “main purpose ” of the whole 
book or only that of the remainder of Chapter I. is being in- 
dicated, but neither in the chapter nor in the whole book can I 
find any semblance of a proof either that economic science is in 
a backward condition or “that it is difficult to understand” the 
neglectful attitude of professors. Mr. Peddie knows nothing of 
economic science or of its professors, and his book consists of 
the incoherent and worthless matter which can be poured forth 
by any man in the street who can read a little of the newspapers 
and has got hold of a chance assortment of half a dozen books 
on economic subjects. 

If economic science were in a backward condition, could we 
wonder when we have an example like this of the way in which 
it is treated by men professing other sciences? Men of science 
in all other departments as a rule know that they are unacquainted 
with the elements of the sciences which they have not studied ; 
but owing to some strange hallucination many of them make an 
exception of economics. And so we have this book published 
by a University Press which could not conceivably have published 
a book on the same plane if it had dealt with, say, mathematics 
or any of the natural sciences. 

There is nothing to be surprised at in this: it is the way 
of the world. But it is surprising that the literary style of the 
book did not suggest caution. ‘Simple errors of grammar are 
common, and the few passages which follow will indicate suffi- 
ciently the literary capacity of the author : 
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“The war and its enormous direct and indirect non-productive 
expenditure, combined with the brutality and mentality of the 
German Huns, have caused all sections of public opinion in Great 
Britain to scrap their pre-war political and economic views” 
(p. 4). 

“Let us make the British Empire strong, self-sufficient, and 
above all independent” (p. 49). 

“Marx advances a very interesting point, which seems to be 
the kernel of his arguments. It requires attention, for it has 
been soaked into the mentality of organised labour throughout 
the world, and has become an obsession with it. In the absence 
of a more accurate interpretation it clings to this straw in a 
most religious manner” (pp. 105-6). 

“Each of these groups is unquestionably chasing the shadow 
up a blind alley, and it is this groping in the dark which is 
responsible for the industrial unrest” (pp.127-8). 

“The descriptive term ‘raw materials’ which occurs in the 
resolutions ought not to have been used—it is indefinite in form. 
According to the dictionary, the word ‘ raw ’ is defined as ‘ some- 
thing without a skin; an open sore.’ In view of this it can never 
be satisfactorily explained why such a descriptive term has, for 
instance, been given to iron ore, or how it originated” (p. 8). 

The University of London Press seems likely to be regarded 
as ‘‘a raw” in the second sense given by Mr. Peddie’s dictionary, 
unless indeed the Faculty of Economics can succeed in making 


it feel like a raw in the first of the two senses. 
EDWIN CANNAN 


The Industrial Outlook. By various writers. Edited by H. 
SANDERSON Furniss, M.A. (London: Chatto and Windus, 
1917. Pp. ix+402.) 


APART from the intrinsic merits of this volume of essays, it 
derives a special interest from the fact that it is eminently repre- 
sentative, both in outlook and in method of approach. The 
“various writers” themselves may be said to constitute a group of 
younger economic teachers at other universities than Oxford or 
Cambridge, and of teachers who have been for the most part in 
touch with W.E.A. students. Their point of view represents, in 
fact, neither middle-class nor Socialist economics, but what one 
may regard as the economic outlook of the more thoughtful 
“worker,” reflected through the medium of academic sympa- 
thisers. Jt is not surprising, therefore, that the motif running 
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though the collection of essays, and giving them something of 
the unity of an argument, is the problem of the “control of 
industry ” as it presents itself in varying degrees to the workers. 
Tt would have perhaps been better if the discussion had been 
limited to the elucidation of that very vague and elusive concep- 
tion ; as it is, the book is either too large or too small in compass 
for its title. It includes, for example, a chapter on “Rural 
Problems” (by Mr. Arthur W. Ashby), which, as it stands, 
breaks off the argument at a rather critical point, and is not 
brought into direct relation with the industrial problem as a 
whole, followed by another chapter (by Mr. T. E. Gregory) on 
“Credit and Banking,” and on “Industry and Taxation” (by Mr. 
W. H. Pringle), after which the main argument is resumed in a 
final chapter on ‘The State and the Control of Industry.” The 
book might, therefore, have very well included more (there is, 
for example, no chapter on education, and very little allusion to 
it), as it might perhaps have included less. It so happens that 
the three chapters referred to are among the most informative as 
they are certainly the least documented of all the essays; but it 
would have been better if they had been as much detached in 
position as they are in substance from the main argument. There 
seems, moreover, to have been too little collaboration between 
the various writers; a little more adjustment might have pre- 
vented some overlapping and repetition, and perhaps also some 
confusion in the mind of the reader. Fortunately, these defects 
of form are to a great extent remedied by the careful and synoptic 
introduction of the editor, to which, like many introductions, the 
reader is advised to return at the end. 

As regards the main argument of the book, it cannot be said 
that the various writers have advanced much, if at all, beyond 
the statement of the problem. It may be said, on the other 
hand, that the statement of this as of other problems is more 
than half of its solution; unfortunately, the statement is not 
always free from vagueness and even in some cases from confu- 
sion, or at any rate ambiguity. As the editor points out in his 
brief but admirabie survey, there is more than one problem 
involved ; the control of industry may mean very different things. 
As one of the writers puts it : ‘The scope of the claim varies from 
a share in the control of working conditions to taking over the 
whole functions of the employer, and even this does not go far 
enough.” If, for instance, the “claim” means no more than 
“workshop control,” that is, if what the workers desire is “more 
voice in the actual arrangement of their work, and less interfer- 
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ence from overlookers and managers,” few would deny that this 
is not only a reasonable but fruitful demand. It is, indeed, not so 
simple as it looks: as Mr. Furniss admits. It would involve a 
good deal of reorganisation in workshop methods, and might not 
be immediately practicable in all industries; it is, however, un- 
doubtedly what Jevons would have regarded as a case for light- 
as well as fruit-bearing experiment. There is also wide room for 
the desire of the workers for a greater measure of control, in the 
general sense of control (with or without the co-operation of the 
State), over the conditions of their working lives, in respect 
not only of wages, but of “working conditions” generally, of 
social insurance, and still more generally of greater freedom and 
responsibility in the ordering of their own lives. But here we are 
already on the road to something other than the “ wage-earning 
system ”’—to syndicalism and guild socialism, which again in- 
volves the question of the measure of control that is to be given 
to consumers and the State. All these rather exciting and fascin- 
ating topics are treated with varying degrees of caution and sym- 
pathy by most of the writers in this volume, but not always with 
the discrimination or with “the particulars” they require. The 
statement, for example, towards the end of the first essay (by 
G. W. Daniels) on “Employers and Property” (which is mainly 
expository) that “the claim of the workers to a fuller share in 
controlling that large part of their lives which is spent in getting 
a living will have to be recognised somehow,’’ is rather wanting 
in content and rather characteristic perhaps of much else that is 
written more directly on the problem. The following essay, how- 
ever, by Mr. Henry Clay, on “The War and the Status of the 
Wage-earner,” is much fuller, and covers much more ground 
than the title perhaps suggests ; it is particularly catholic in treat- 
ment, and makes some excellent points. The next writer (Mr. 
J. R. Taylor), on “Labour Organisation,” formulates the problem 
of Trade Unionism in a metaphor of dangerous ambiguity. ‘The 
immediate question is how to gain a foothold in the management 
of industry ’—a formula which seems to require some adjustment 
to the editor’s more rigid statement that the workers do not 
“desire to take part in the actual arrangement of the businesses 
in which they are employed.” Surely “management” is just 
the crux of the whole matter, and should not be introduced in any 
question-begging sense. On the other hand, the writer provides 
some valuable statements of facts and of tendencies. Mr. William 
Piercy’s chapter on “The Control of Industry by Producers and 
- Consumers” raises perhaps the widest issues involved in the 
No. 107.—VoL. XXvVII. oo 
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control of industry, and is an able and thoughtful presentation of 
the many-sided problems presented by the idea of “control.” The 
argument is carried further (after some digression) by an equally 
thoughtful and cautious chapter (by Mr. W. H. Pringle) on “The 
State and Industrial Control.” “Free development achieves more 
in the long run than the hasty adoption of ideal policies ””—a 
remark which is characteristic of the “animated moderation” 
with which the writers as a whole handle burning questions. The 
editor and his company are to be congratulated on having pro- 
duced an eminently topical volume, which is not only of genuine 
interest and significance, but of real help and value to students 
of “applied economics.” A notable feature throughout the book 
is the attention given not only to present conditions, but also to 
industrial conditions as they were before August, 1914: in this 
respect the essays are as instructive as they are suggestive. 
SmpNEY Bau 


Scientific Management: a Collection of the More Significant 
Articles describing the Taylor System of Management. 
Edited by CLARENCE BERTRAND T'HOMPSON, J11..B., A.M., 
Lecturer on Manufacturing in Harvard University. 
(Harvard Business Studies, Vol. I., Pp. xii+878. Harvard 
University Press. 1914.) 


THIS volume consists of thirty-seven articles reprinted from 
various periodicals, and forms a valuable compendium of informa- 
tion and criticism on all phases of that system of business 
organisation which during the last fifteen years has become 
widely known in America as ‘‘Scientific Management,’’ It opens 
with an article by the Editor on ‘‘The Literature of Scientific 
Management,’ reprinted from the Quarterly Journal of 
Economics, and closes with a Bibliography containing 351 items. 
In many ways this book is a powerful indictment of existing 
business methods. One writer makes a formidable list of faults 
of the employer productive of business inefficiency—lack of 
knowledge, mental laziness, prejudice, timidity, lack of foresight, 
lack of adaptability, lack of study of the industry, ignorance of 
the proper method of rewarding labour, contempt for employees, 
avarice. Workmen, on the other hand, are disinclined to work 
at any other than their ‘natural pace, have no ambition, are 
mentally lazy, are afraid of displacing their fellows by doing too 
much work, and are hostile to their employers. Another writer 
estimates that 70 per cent. of the manufacturing plants in the 
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United States are run under “unsystematised management” by 
mere rule of thumb and tradition. A minority of well-organised 
works study their business, keep proper records, systematise their 
organisation, and put all their emphasis on keeping down costs 
and keeping up output. Only a still smaller minority apply 
scientific methods to ascertain whether the work is being done 
in the best possible way. Modern engineering is probably the 
most complicated of all industries, both in the character of its 
products and in the number of operations that have to 
be performed in a workshop. Where the building of a machine 
depends upon the manufacture of a large number of parts by 
different workmen, there are endless opportunities for waste and 
for loss of time. It is not surprising, therefore, that it was the 
first industry to begin to set its house in order. The engineering 
papers have long been full of discussions of the best methods 
of ‘‘routing’’ the work through the shops so as to secure the full 
listing of the various operations and their performance in order 
without loss of time on the part of the workmen, and to determine 
the precise cost of each operation, distinguishing between labour 
and materials. The records of a shop thus collected enable 
estimates to be made as to the cost of future work and the time 
it should take. 

The routing cards, however, usually prescribed what was to be 
done, not how it was to be done; that was left to the workman, 
the management shirking their plain function. Costs were taken 
out for an operation as a whole, not for its elements, and no 
effort was made to determine whether all those elements were 
necessary or whether a workman performed them in the best 
way. An attempt was made to keep the machines running full, 
but none to see that the best machine was put on the job. The 
methods of securing the co-operation of the workers were crude, 
and efficiency was suppressed by piece rates whittled down by 
frequent cuts. Mr. Frederick W. Taylor in 1893 published 
the results of the new system of management which he had 
started at the Midvale Steel Works in 1881. It consisted in the 
main of an elementary rate-fixing department and a differential 
rate system of piece work. In his own words : “ Klementary rate- 
fixing differs from other methods of making piece-work prices 
in that a careful study is made of the time required to do each 
of the many elementary operations into which the manufacturing 
of an establishment may be analysed or divided. These elemen- 
tary operations are then classified, recorded, and indexed, and 
when a piece-work price is wanted for work, the job is first 
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divided into its elementary operations, the time required to do 
each elementary operation is found from the records, and the 
total time is summed up from these data. While this method 
seems more complicated at the first glance, it is, in fact, far 
simpler and more effective than the old method of recording the 
time required to do whole jobs of work, and then, after looking 
over the records of similar jobs, guessing at the time required for 
any new piece of work. The differential rate system of piece 
work consists briefly in offering two different rates for the same 
job; a high price per piece, in case the work is finished in the 
shortest possible time and in perfect condition, and a low price if 
it takes a longer time to do the job or if there are any imperfec- 
tions in the work.”’ 

It is the first element of Mr. Taylor’s method, the ‘‘time 
study,’’ or ‘‘motion study,’’ which seized on the imagination of 
the journalist and has attracted most public attention. Manage- 
ment by stop-watch was a good ‘‘stunt,’’ but there was a great 
deal more in it than that. The New England Butt Company 
developed the method further; ‘‘ this method consists of taking 
motion pictures of the various operations with a special moving 
picture camera, and photographing in each picture a clock of 
special design showing minute divisions of time. The hand of this 
clock revolves once in six seconds, so that the divisions represent 
thousandths of a minute and are easily read to half thousandths. 
The continuous motion picture film furnishes permanent record 
of times and motions. To develop improved methods this film 
is afterwards studied with a magnifying glass, and it is not 
necessary to project the pictures on a screen. Before taking 
these pictures considerable study was given toward eliminating 
waste motions and otherwise improving the conditions under which 
the work was done. In assembling machines, instead of picking 
up the pieces to be assembled from various boxes, packets were 
arranged with the parts placed in convenient positions, and also 
placed in the proper sequence, so that no mental process was 
required of the workman to determine or select the parts to come 
next. Since using this method, which we have designated micro- 
motion study, previous times have been reduced over two-thirds. 
Its records have suggested to us methods that now permit in 
one case doing work in 84 minutes that before using micro-motion 
study took 374 minutes.”’ _ 

A sub-committee of the American Society of Mechanical 
Engineers reported in 1912 that, just as in the past we had had 
the transference of skill from the inventor to the automatic 
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machine, so now we are faced with the necessity of the transfer 
of skill from the management to the workpeople. This implies 
(a) the systematic use of experience; (b) the economic control 
of effort; (c) the promotion of personal effectiveness.’’ Before 
skill can be transferred from the management, the management 
must have skill. The object of time studies or motion studies is 
to place the necessary knowledge in the hands of the management. 
What was formerly left to personal aptitude or idiosyncrasy now 
becomes common property; the methods of the best workmen 
are on record for all. Economic control of effort comes after the 
management has acquired skill. It includes ‘‘the division and 
subsequent co-ordination of both executive and productive labour ; 
the planning of single lines of effort, the setting of definite tasks 
and the comparison of results; and the effective training of the 
workers.’’ The planning department of the business now becomes 
of the greatest importance, and the ‘‘functional foreman’’ is 
developed. The number of officers in the planning department 
may be four to 400 workpeople, or 20 to 100; it depends upon 
the variety of the work done. At the head is the production 
clerk, who is the connecting link between the shop and the sales 
department ; he decides when the work is to be done and in what 
order, but not how it is to be done, and he must continuously 
check the progress of the various jobs. Next comes the route 
clerk who analyses the job, splits it into its component parts, and 
works out a chart of the operations, the machines to perform 
them, and the stores to be used. Subsidiary to him are the 
foundry clerk, the balance of stores clerk, the route file clerk, 
and the order of work clerk who look after stores and the 
transmission of instructions to the shop. The instruction card 
man takes the route sheet, and from it and the record of time 
studies prepares detailed instructions for the performance of 
each operation ; ‘‘he will detail on the card the tools to use, how 
they are to be set, the feed to use, the speed of the machine, the 
depth of cut, the method of setting and clamping the work 
in the machine, the sequence of minor operations at each tool, 
etc.’’ When the work is done the recording clerk collects the 
records and, lastly, the time and cost clerk translates those 
records of time and work into records of cost. The route clerk, 
the instruction card man, and the time and cost clerk have 
transferred to the planning office some of the functions of the 
general foreman. The remainder of his duties are split up in the 
shop between the gang boss, who sees to the setting up of the 
job, the speed boss who watches the performance of the work, 
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the inspector who views the parts made, the repair boss who is 
responsible for the machinery, and the shop disciplinarian who 
handles all disputes. Such is the organisation of a modern 
American engineering works. 

The elimination of waste in time and effort is as important as 
the diminution of waste in material, and almost of more concern 
to the workman. Yet “scientific management” is undoubtedly 
looked on with suspicion by most artisans, who regard it as a 
new dodge for scientific driving. A rate-fixing department run by 
a stop-watch or a kinema does not seem to promise much of a fair 
day’s wage for a fair day’s work. ‘The old-time manager,” says 
Mr. Hathaway, who is a strong advocate of time-study, ‘‘calls 
into his office a bright but inexperienced young man and tells him 
to start making time studies and setting rates. Just as likely 
as not the ‘bright young man’ intuitively realises that maybe 
the workman will not like it, and may gently, but firmly, 
impress his objection upon him with a monkey-wrench or hammer, 
so he tactfully concludes that it will be best not to annoy the 
men by letting them know what he is doing. Therefore he hides 
back of a post while making his ‘ time study,’ or else, keeping 
his watch and his hands in his pockets, affably endeavours to 
persuade the workman that he is not at all interested in anything 
that is going on within a radius of miles.” It is this kind of “time 
study’’ that arouses the workman’s ire, and which has brought 
forth from those who have encountered it and know not the right 
kind, the contention that it is un-American in spirit. In this 
view the man is amply justified, for not only is such ‘‘time study’”’ 
worthless, but positively vicious and an insult to the workman’s 
“intelligence.” Even when such vagaries are got rid of there is 
serious danger that the maximum product may become a fetish. 
“The model workman,’’ says a critic of the new principles, ‘‘from 
the standpoint of the typical efficiency engineer, is the vigorous 
man who fully expends all of his surplus energy during working 
hours, and who utilises his non-working hours only for recupera- 
tion and preparation for another day’s work. It is not the purpose 
of efficiency engineering to allow the worker to depart from the 
door of the factory at night with more than a minimum of surplus 
energy for recreation, for family life, for civic duties, or for 
trade-union activities.’’ This is doubtless an exaggeration, but 
certainly many employers, especially the financiers who run large 
companies, have little use ‘for philanthropy, and hope through 
scientific management with higher pay to wean the workers away 
from trade unions, On the contrary, there never will be so much 
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need for unions and for collective bargaining. The practical 
engineer is interested in the elimination of waste, and knows that 
to overwork a man is as wasteful as to overdrive a machine. In 
the end the engineer and the trade union may have to unite 
against the profit-maker. The union must have a voice in the 
comparison of methods, the elimination of operations, the selection 
of the standard man and the standard pace, the fixing of the 
minimum base-rate of pay, and the decision of the additional 
pay for extra effort. In all these things they must have ‘‘a share 
in the management.’’ 
Henry W. Macrosty 


The State as Manufacturer and Trader: an Examination of 
Government Tobacco Monopolies. By A. W. MaApsEN, B.Sc. 
(Fisher Unwin. 1916. Pp. ix+282.) 


“The subject-matter of these pages is confined to an examina- 
tion of the financial and industrial results obtained from the 
production and sale of tobacco under Government auspices in 
various countries.’ ‘“The monopolies in France, Italy, Austria- 
Hungary, Japan, Rumania, and Serbia are under direct State 
management, and cover the exclusive right of the Government 
to import, purchase, manufacture, and sell tobacco. In Spain, 
Turkey, Portugal, and Sweden the monopolies are leased to con- 
cession companies, which in Spain and Turkey control the whole 
industry, from the purchase of raw materials to the retail sale 
of the finished goods ; in Portugal and Sweden the law establishing 
the monopoly gave the concession company exclusive rights over 
purchase of raw materials and manufacture but did not interfere 
with the freedom of individuals to trade either in monopoly 
products or in imported manufactures.’’ Unsuccessful proposals 
for nationalisation of the industry have also been made in 
Germany, Switzerland, and Australia. Selecting for special con- 
sideration the monopolies in France, Italy, Austria, and Japan, 
and the concession companies in Spain and Sweden, the author 
subjects them to an acute and detailed analysis. Examining 
the financial results he finds a laxity in charging against the 
proceeds the full expenses of administration, especially rent, 
interest, and the services rendered by other Government Depart- 
ments. These are, however, by no means simple questions, as 
anyone will perceive who recalls the disputes as to the relative 
efficiency of Woolwich Arsenal and private armament firms, and 
the part played in the controversy by the rent which it is alleged 
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should be charged for the Arsenal site; the footnotes to our own 
Government Department accounts also reveal the complexity of 
interdepartmental relations and the difficulty of distributing out 
the value of the services of, say, the Stationery Office, to take a 
simple case. It is not easy to compare the financial results in 
monopoly and non-monopoly countries, but it is significant, as 
the author says, that ‘‘relatively speaking, taxation is highest 
and ‘consumption lowest in monopoly countries.”’ 

The tobacco monopolies must be considered not only in their 
financial aspects, but also in regard to their efficiency in supplying 
the wants of the consumers. ‘‘Definite information concerning 
the general quality of tobacco sold in Austria is wanting; in 
Italy the frequent strikes among piece-workers in the factories, 
protesting against the quality of the leaves from which they are 
expected to make cigars, speak for themselves.’’ The quality 
of French tobacco is notorious, and even an official report in 
1912 says that ‘‘we cannot disguise the fact that the conduct of 
the tobacco monopoly gives rise to frequent criticism,’’ while 
the newspapers find in ‘‘dame Régie’ an object for abundant 
vituperation. There are few commodities which, like tobacco, 
can be adapted to suit every variety of individual taste, and few 
which depend more than tobacco on the way in which individual 
taste is catered for. In France, on the other hand, the declared 
policy of the administration since 1875 has been ‘‘ to secure 
uniformity among the various products of the same nature 
produced by the different factories.’’ ‘‘Considerable differences,”’ 
says a sapient official report, ‘‘in the products of the various 
factories, far from satisfying consumers, would only cause them 
confusion and annoyance.’’ In Austria ‘‘the price-list includes 
133 different tobaccos of Austrian manufacture and 42 imported 
brands, mostly cigars.’’ Naturally, foreign trade in monopoly 
tobacco is scanty except in the case of Italy, where there is a 
pretty large sale to emigrants “who retain their taste for the 
‘Tuscan’ cigars and other national products.’’ One subsidiary 
object of the monopolies is the fostering of tobacco growing in 
the country of the monopoly, but there are equally grave reasons 
for doubting if satisfaction is given to the consumer, or if a 
healthy branch of agriculture has been established. Among 
economies of distribution which are alleged to be secured by 
monopoly is the abolition of advertising, but it is questionable 
whether in so personal a forth of consumption as smoking adver- 
tisement can be dispensed with. In France it is admitted 
officially that the opinion that the tobacco monopoly can do 
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without advertising is ‘‘not altogether correct.” When we come 
to the remuneration of the retail distributors there is only too 
much evidence of State sweating, made worse in France and Italy 
by the practice of conceding shops to political nominees who are 
allowed to farm out the concessions. Labour conditions in the 
factories appear to be neither better nor worse than on the average 
prevail in the respective. countries. 

Detailed evidence in support of the above summary must be 
sought in the author’s pages, where it is clearly and succinctly 
set out and supported by a sufficient apparatus of statistical state- 
ments. As an indictment of the administrative methods pursued 
in the countries dealt with the book is unanswerable. But when 
the author claims that he has disposed of the arguments put 
forward by Collectivists in support of the Government control of 
industry, we must tell him that he has not even begun to deal 
with them. To argue from the French tobacco monopoly that 
Collectivism must be a failure is just as absurd as to argue from 
the British Post Office that it must always be a success, or to 
assert that because petticoat influence has been found in army 
administration war should be left to private enterprise. Indeed, 
when Mr. Madsen declares that ‘‘the general principle insisted 
upon in Collectivist writings,’’ namely, “that production should 
be for use, not profit,’’ is ‘‘a rule of conduct which ignores all 
human motives and incentives,’’ one begins to doubt whether he 
knows much about industry or anything about human develop- 
ment. The incentives to human action are changing, have been 
changing since the Stone Age, and if Collectivism ever comes it 
will not be for the sake of having cheaper production or better 
distribution—these can be had under Individualism—but because, 
in William Morris’s words, man wants ‘‘no master, high or 
low.’’ Why do men give their lives for nothing or hire out their 
brains to the State for a pittance, but that they feel that it is 
more honourable to serve the State than a private employer? 
[f that spirit grows Collectivism will come—will come, in fact, 
haltingly and imperfectly just as the growth proceeds. If that 
spirit does not grow, nothing, neither force nor reason, will make 
Collectivism more successful as a life-giving method of industry 
than Individualism. For that reason the German Socialists 
always opposed experiments in ‘‘ State socialism,’’ because they 
held that the German “State” was not so organised as to treat 
the working classes fairly. Professor Hauser, in his recently trans- 
lated book on ‘‘Germany’s Commercial Grip on the World,”’ 
calls for the ‘‘disappearance of the red-tape bureaucracy which 
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in France stifles all initiative, discourages the most tempered 
determination, enervates the energies.’’ There Mr. Madsen will 
find the reason for the failure of the French tobacco monopoly, 
not in any inherent and destructive vice in Collectivism. ‘‘Mit 
Dummheit kiaimpfen Gétter selbst vergebens.’’ Stupidity will 
rot the best of principles. Individualist undertakings fail because 
the managers are stupid, and Collectivist undertakings in like case 
will do no better. With brains either principle will succeed 
commercially; if Mr. Madsen doubts it, let him study the 
co-operative movement. But before Collectivism can come as a 
general principle of organisation in any country, we must experi- 
ence a change of heart, to use the old theological phrase. 
Fortunately for progress, that is an experience which we are 
always passing through. 
Henry W. MAcrosty 


Government Telephones: the Experience of Manitoba, Canada. 
By James Mavor, Ph.D. (New York: Moffat, Yard and 
Company, 1916. 176 pp. Sm. 8vo. $1.00 net.) 


THE Bell Telephone Company was supplying Manitoba with 
a telephone service which was efficient and rapidly developing 
when an agitation for public ownership arose, and in 1905 the 
Government of the Province decided to establish a system to be 
controlled by the municipalities and the Government jointly. The 
Government was to construct trunk lines. A Bill was passed 
empowering the local authorities to establish exchanges. But 
the municipalities were not much inclined to use these powers, 
and after beginning the construction of a competitive system, 
Government bought out the Bell Company on December 30th, 
1907, and took the whole telephone administration into its hands. 

Professor Mavor examines critically the history and results of 
this administration. It is superfluous to say that his account is 
lucid, impartial, and well-documented, and that the interesting 
story is summed up in a judicial spirit. The facts may be briefly 
stated. The purchase price was not, in Professor Mavor’s view, 
unreasonable. The promises of Government to supply a tele- 
phone service “at cost,” to cut the Bell rates in two, and to keep 
the management on a strictly commercial basis, absolutely free 
from political considerationg or influence, were not kept. The 
nominally independent Telephone Commission was overridden by 
Government, which arbitrarily controlled rates, contracts, and 
finance generally, and interfered by irresistible influence with the 
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working of the Commission. Thus, for example, a member of the 
Government compelled the purchase of an excessive number of 
poles from certain clients of his who were in financial difficulties 
which payment for the poles would relieve. ‘‘ Recommendations ”’ 
by Cabinet Ministers as to the employment of individuals could 
hardly be refused. Political motives inspired an uneconomical 
extension of telephones to rural areas at election time. Misleading 
accounts were presented by Government showing a large apparent 
profit, out of which political capital was made. Audit was neither 
independent nor continuous, and when a proper audit was intro- 
duced Government failed to adopt the advice of its own auditor. 
Finally, the Commission resigned, the Government resigned, 
and the retiring members of Government were prosecuted for 
fraud and conspiracy. Truly, not an edifying example of Govern- 
ment administration ! 

So much for the facts. The conclusions from them, which 
seem to Professor Mavor to be “irresistible,” are sweeping. ‘‘The 
entire history,” he says, “affords evidence of the most positive 
character against Government ownership. . . . It is possible that 
only by repeated and costly failures, such as the Manitoba 
Government Telephones, will the public realise that the proper 
function of Government is not the conduct of industries,-but the 
impartial inspection of them under intelligent laws adapted to 
the character and conditions of the community and the country.”’ 
Here I regretfully part company with the Professor. That a parti- 
cular Government has bungled a particular business does not 
prove that no Government should undertake such business. The 
alternative that Government should manage its business effici- 
ently is by no means inconceivable. 

Upon the question whether the Government would have been 
better advised to leave well (or Bell) alone, judgment ought not 
to be given without examining facts which are not set out in the 
history. Was the Company’s interference with streets, the 
taking up of roads and pavements for underground cables, and its 
difficulty in obtaining wayleaves becoming intolerable? Was it 
competing with a Government telegraph system having uniform 
rates for long and short distances and by taking the cream of the 
business (the short-distance messages) restricting the Government 
to a limited telegraph business involving either increased rates or 
a loss to the taxpayer? Was the continuance of the Company 
incompatible with the co-operation between telegraphs and tele- 
phones, enabling messages to be telegraphed part of the way and 
telephoned for the rest of the distance? Was the interest of the 
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rural residents who were willing to pay a cost price for an 
extended service, but not such a profitable price as would alone 
be attractive to a private Company, better served by Government ? 
Was it desirable that Government should for cultural reasons 
endow a scattered population with the neighbourly facility of the 
telephone even at a loss? It may be that the answer to all these 
questions is in the negative, but they must be considered before 
the Government policy of purchase can be condemned. 

The reader who is convinced that Government managed the 
business discreditably may still feel a doubt how far its experi- 
ment can be fairly called a failure. Before we can estimate the 
financial results we should need fuller information. Receipts 
exceeded expenditure. “What of your promise,” says one set of 
critics, “to supply a service at cost price? You are making a big 
profit, and ought to reduce rates.” ‘We observe,” says another 
set of critics, ‘that you include nothing for interest and sinking 
fund or depreciation. If the accounts were properly drawn up they 
would show a heavy deficit, a waste of your financial resources.” 
A mere cash account has little value by itself. But additions for 
interest, etc., do not of themselves remedy the defects. An accu- 
mulation of reserve poles beyond reasonable requirements (perhaps 
in view of the subsequent rise in timber a happy blunder) if paid 
for in cash increases the assets. For anything we know, the 
alleged loss may be more than covered by the increased capital 
value of the system as a going concern. Assets and liabilities are 
not stated. : 

Moreover, a financial loss to Government is not necessarily a 
loss to the nation. When Post Offices are run at a loss their 
services are supplied at less than cost price, and the taxation 
necessary to cover the deficit may be regarded as a concealed 
increase in the nominal rates charged to the community. It may 
or may not be worth while to run a postal, telegraph, telephone, 
or railway service by Government at less than cost price. The 
fact that the cost is not covered by receipts does not necessarily 
prove that the enterprise is a mistake or a failure. 

The history is instructive and full of warnings. The prosecu- 
tions referred to above are a healthy sign of live political con- 
science. But I do not feel assured that on a referendum the 
people of Manitoba would like to go back to the Bell Company, 
or that the evidence against Government ownership of the 
telephones is conclusive. : 


Henry Hices 
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National Economy. By Henry Hiaas, C.B. (London: Mac- 
millan and Co., Ltd. 1917. Pp. xii+147. 3s. 6d. net.) 


Mr. H1aas, in the preface to this valuable and interesting book, 
states that his Newmarch Lectures, reprinted here as they were 
given, “contain no official information and have no official 
authority.’’ But, in spite of this proper reserve, it is hard, 
if not impossible, for any man to “ split’’ himself into discon- 
nected ‘‘fragments’’ ; and we feel again and again, as we read each 
instructive chapter, that we are benefiting greatly in this firm 
“outline of public administration,” by the knowledge and ex- 
perience of a “civil servant” of long training and high rank. 
Perhaps, indeed, the reminder addressed to the plain citizen 
that by his watchfulness, or the reverse, he may be held respon- 
sible for the capability or the laches of the officials he employs, 
may not carry complete conviction to those who feel, especially 
at the present time, that their nominal servants are their real 
governors. But Mr. Higgs, at any rate, by the masterly facility 
with which he here lays bare the primary conditions of efficiency 
in the sphere of ‘‘ national economy,’’ enables the ‘‘ man in the 
street ” to understand the mechanism ; and he may in consequence 
hope to discern, if he cannot remove, the grit which obstructs the 
working, or be emboldened to offer, if he is hindered from apply- 
ing, the lubricating oil at the appropriate moment. His part in this 
work is rendered more agreeable by the felicitous use of apt epigram 
and illuminating metaphor which Mr. Higgs commands; and 
from this standpoint we imagine that the book has gained by 
literal reproduction of the vivid lecture-form what it might possibly 
have lost, had the existing ‘“‘tract”” become a more elaborate and 
formal ‘‘treatise.’’ As it is, a rich abundance of apt, suggestive 
commentary is put into a modest compass; and, as Mr. Higgs 
observes, the ground traversed had not been thus surveyed before, 
at least on this side of the Atlantic. We feel sure that, in 
the final words of his concluding lecture, his purpose “‘ not 
to satisfy ’’ an ‘‘appetite’’ but to ‘‘ stimulate it’’ will be 
achieved in the case of many of the readers of his book. If, 
fortunately, it does not belong by express intention to the swollen 
catalogue of ambitious schemes of ‘‘ reconstruction,’’ to be effected 
after the upheaval of the present war, but is, by contrast, con- 
ceived and built on the more solid permanent basis of wholesome 
financial truth commended chiefly by the normal trend of ordinary 
business experiences, it should nevertheless be useful, if not 
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indispensable, in dealing with a situation in which “national 
economy,” shown in the administration of public finance, must 


play, for good or ill, a leading réle for many years. 
L. L. PRIcE 


Agriculture in*Oxfordshire. By Joun Orr. With a Chapter on 
Soils by C. G. T. Morison. (Oxford : The Clarendon Press. 
1916. Pp. xii+239. 8s. 6d. net.) 


Allotments and Small Holdings in Oxfordshire. By ARTHUR W. 
AsHBY. (Oxford: The Clarendon Press. 1917. Pp. vit+ 
198. 5s. net.) 


Nort the least curious or considerable of the changes due to 
the imperative influence of the war may be discovered in the 
attitude of Ministers, politicians, and the public towards English 
agriculture. Long indifference or neglect has been suddenly re- 
placed by peremptory alarm. The whirligig of time has brought 
its appropriate revenge; and the “landed interest” might be 
tempted to contrast the immediate standpoint with the fateful 
choice made some seventy years ago. The exclusive dominance 
of manufacturing industry in towns was then definitively preferred 
to the encouragement or the defence of the traditional activities 
of the inhabitants of the countryside. The owners and their 
tenants, who were left alone to meet the overwhelming difficulties 
of depression, which followed later, might now be excused if they 
regarded the solicitude awakened with misgiving; and some 
of the dogmatic counsel offered by the new advocates of “recon- 
struction ’’ is not conspicuously free from the defects of ill- 
informed and “hustling ” panic. 

The two important contributions to the careful study and 
reflection which should always precede wise reform, made by 
Mr. Orr and Mr. Ashby in the companion volumes now before us, 
are, as we should have expected from their source, immune from 
this reproof. Both, it is true, reflect the notable recent drift of 
expert opinion, which favours “industrialised large farms” as 
the most promising economic units for the agricultural future of 
this country; and Mr. Ashby more particularly, as the limited 
scope of his survey might suggest, furnishes the critics rather 
than the friends of the small holdings, preached a short while ago 
as the sovereign remedy for rural woes, with argumentative sup- 
port. Allotments, he shows -valid reason for maintaining, have 
an ominous casual connection with the unenviable repute of 
Oxfordshire for its low level of agricultural wages. But, while 
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Mr. Orr is equally independent in the opinions he has formed of 
probable improvement, and is no less commendably candid and 
comprehensive in his verdict on shortcomings in existing sys- 
tems of administration and of management by landlords and by 
farmers, and does not exempt from his unfavourable purview 
the conception or performance of their agricultural duties by 
public authorities, the ‘‘axe” which he, in common with Mr. 
Ashby, has to “grind,” is obviously not tarnished with the taint 
of political propaganda. Both books, too, describe, in the main, 
a situation, free as far as possible from the extraordinary dis- 
turbance of the war; and both are an outcome of the fresh 
departure made by the Board of Agriculture and Fisheries when 
it promoted the establishment at Oxford of an Institute for 
Research in Agricultural Economics. By their marked success, 
in fact, these two treatises show the impetus which competent 
knowledge, issuing forth through this channel, can give to the 
advantageous use of the capacity and enterprise, innate or trained, 
of the rural community of Britain, and of the resources, still to 
be developed, of the soil and climate of the country. They convey 
the lesson, no less pertinent to the abnormal circumstances of the 
war than to preceding or succeeding peaceful periods, that agri- 
cultural science and business practice, happily united, can and 
must be utilised in increasing measure in farming industry. 

Mr. Orr first describes in successive chapters the different 
districts, viewed agriculturally, of the county of Oxfordshire ; 
and he then considers the general character, and potentialities, 
of what he terms the “agricultural partnership,” proceeding after- 
wards to the special examination, under the separate headings of 
the “administration of land,” of “farm management,” and of 
“labour,” of the réle which is, or might be, played by each of the 
three classes brought together. Chapters of a more technical 
nature on “soils” (contributed by Mr. Morison), and on “crops ” 
and “‘live-stock,” complete the “survey,” which is appropriately 
illustrated by photographs and maps, and furnished with the 
necessary apparatus of statistics. As we have already indicated, 
the criticism offered is not likely to receive unquestioning accep-— 
tance from all the parties criticised ; but it deserves attention, and 
much generous praise is mixed with honest blame, which is never 
used without reasons that need consideration. 

In the descriptive chapters opportune suggestion is no less 
happily dispersed amid accurate information; and Mr. Orr 
possesses a genius for graphic narrative, at once readable and in- 
structive, which places him, we think, on the high platform 
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reached by recent writers like Sir Rider Haggard or Mr. Hall, or 
by the great classical authorities of the past to whom he has 
occasion to refer. We believe that an ordinary tourist would dis- 
cover in Mr. Orr’s account of the Chilterns, and of North, South- 
west, and North-west Oxfordshire, a fascinating guide, and we are 
sure that the landlords and the farmers of the county can, if they 
will, derive, in an agreeable and digestive form, from these lucid 
vivid pages a great quantity of nutritive instruction. If Mr. 
Orr errs, he errs on the right side, in conceiving and enforcing 
high ideals; and agriculturists will not do amiss if they strive 
so to conduct or improve themselves as to attain the standard 
that is set. They should be grateful for the frank recognition of 
the difficulties they have met and handled in the past. 

Mr. Ashby’s “survey” of the county is, as we have noted, 
more restricted in its range. He does not enjoy the same 
abundant opportunities for picturesque description, even when we 
take into account his detailed notice of the past history and 
present state of the “aberration” shown from the straight line 
of development of urban working-class ideals in the Chartist 
colony at Minster Lovell founded by Fergus O’Connor. He is also, 
as we have remarked, perhaps more closely tied by personal belief 
or predilection to a conception of rural advance, which does not 
lend itself to very active sympathy with either of the two sys- 
tems of land tenure which he examines. But of the thorough- 
ness of his exploration of the origin and results of the various 
kinds of allotments and small holdings in Oxfordshire no suspicion 
can be felt. He distinguishes between the different classes of allot- 
ments, according as their creation has been due to the Poor Law, 
to Enclosure Awards, or to various Acts, or has sprung from 
private enterprise of voluntary co-operation, and he shows the 
extent to which these different categories are represented in the 
district he surveys. A line, he argues, must be drawn between 
“garden allotments,” or plots up to “one-fourth of an acre in 
size,” and “field allotments” varying “between one-fourth of an 
acre and five acres in size.” The former constitute the majority 
in Oxfordshire. He then investigates the nature and amount of 
the demand for such allotments, the ‘“‘conditions” of their ‘‘ten- 
ancy,’’ and their ‘‘ methods of cultivation and economic effects ”’ ; 
and he conducts an inquiry, similarly comprehensive and minute, 
into the history, position, and outcome of small holdings. So com- 
plete and authoritative a sttrvey had not, we believe, been carried 
out before; and to his criticism he obviously brings first-hand 
intimacy with rural life aptly supplemented by the facile full 
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command of the requisite general knowledge of agricultural 
economics. 

It is certainly desirable that at this juncture due stress should 
be laid by an informed expert on some unfavourable aspects of 
small holdings; nor would it be easy to dispute the accuracy or 
deny the pertinence of Mr. Ashby’s estimate of the restricted 
possibilities of their suecess, and of undesirable tendencies to 
which small holders may conceivably be prone. His bias is unmis- 
takable ; but it has been begotten, not of whim, or prejudice, but 
of study and of information; and it is compatible with careful 
recommendations in the concluding chapters of the most promising 
means for avoiding failure and guaranteeing the success which 
is possible. That allotments, at any rate of the “garden” type, 
prevalent in Oxfordshire, can be justifiably regarded as a pis 
aller—as a mode of augmenting insufficient wages—is confirmed 
by the relaxation in the demand for them, as employment becomes 
less irregular and is better paid. Mr. Ashby, like Mr. Orr, adds 
to his significant facts the corroboration of authoritative figures. 

We congratulate the Director of the Institute of Research 
in Agricultural Economics in the University of Oxford on these 
samples of the work of his assistants; and we look forward, in 
the interests of economists and agriculturists alike, to the future 
development of the functions of his new Department. 

L. L. PRIcE 


Social Insurance: An Economic Analysis. By Rosert MORSE 
Woopsury, Ph.D., Assistant Professor of Economics in the 
University of Kansas. (Cornell Studies in History and 
Political Science. Issued by the President White School, 
Cornell University. Vol. IV.) (New York: Henry Holt 
and Co. 1917.) 


THis book was “submitted in 1915 to the faculty of the 
Graduate School of Cornell University” (where the author has 
been a President White Fellow in Political and Social Science) “in 
partial fulfilment of the requirements for the Degree of Doctor 
of Philosophy.” It loses some degree of actuality by the events 
that have happened since, for it does not appear to be likely that 
the United States, either as a whole or by the individual action 
of the several sovereign States which constitute the Union, will 
adopt a measure of so controversial a character as State or 
“social” insurance while the energies of the community are 
concentrated on its share in the war. 
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In preparation, however, for the complete discussion that 
must take place when the times allow of that discussion before 
any such measure can be launched, Dr. Woodbury’s treatise is 
timely and useful. The economic results of the war may lead 
to the revision of many of the arrangements for social insurance 
that have been made in other countries, and may possibly smooth 
the way for its adoption in the United States. 

Much will have to happen before the people of the United 
States take kindly to the idea. Of all countries in the world, 
they are least in love with the methods of State Socialism. We 
are probably next to them in that respect ; but the war has taught 
us some hard lessons. Almost every incident in our lives is now 
looked after by some Government controller. The bread we are 
not allowed to eat; the beer we are not allowed to drink; the 
coal we are not allowed to burn; the time of day we are not 
allowed to record—otherwise than as the Legislature pleases— 
are all taken out of our own control and placed under that of a 
Government department. The controller makes it his first duty 
to demand a palatial office in which to carry on his operations, 
to appoint a large staff of under-controllers and senior and junior 
clerks, and to spend further money lavishly in advertising his 
ukases. 

Heaven forbid that this state of things should continue a 
moment longer than necessary, or that our free country should 
get so accustomed to the theory and practice of State Socialism 
us to acquiesce blindly in it. 

Dr. Woodbury sums up in favour of a policy of compulsory 
insurance. Its positive advantages he holds to be clear. Insur- 
ance reduces the unevennesses and irregularities of the income 
of the individual. It removes fruitful causes of discontent among 
the working class. The cost of insurance is so small a propor- 
tion of the total cost of production that disastrous consequences 
to industry are not to be feared. In some instances the cost 
may be shifted to the consumer. In others the added cost will 
be met by improvements in processes and kindred economies. The 
economic burden of insurance and the pains of the shifting pro- 
cess do not represent a very great social cost. So Dr. Woodbury 
argues : but if the insurance is a real one, what is meant by the 
cost of it? It costs nothing beyond the charges for management. 
It merely redistributes an existing cost. Accident, sickness, old 
age and death cost the ‘individuals affected more than they can 
bear: insurance spreads that cost over all those liable to be 
affected, but does not incur any new cost. 
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The disadvantages of a system of social insurance do not loom 

largely in Dr. Woodbury’s view. He says (p. 157) that ‘‘ the 
fear that thrift among the working classes will be destroyed by 
it is in a large measure groundless”; and we think he is right, 
though the effect of it would doubtless be to cripple many 
excellent voluntary organisations for thrift. It is in that respect 
that we think it especially unsuitable to the American people, 
who are justly proud of their existing insurance institutions. 
At the end of 1915 there were more than forty-three million life 
insurance policies in force in the United States and Canada for 
sums amounting to 4,750 million pounds, and all but a fraction 
of these are in mutual companies. Three-fourths of the policies 
are industrial. Why should it be supposed that the State can 
serve the people better than their own societies can? Why should 
the State offer to contribute a portion of the premium when the 
people do not need or demand any such pauperising measure? 
Why should the fiction of calling upon the employer to pay a 
portion be adopted when the only fund out of which he can pay 
it is that derived from the labour of his workmen? Why, in 
other words, should the American citizen, who boasts his freedom, 
be treated in the same way as the German workman is treated, 
who has no freedom to boast of? Dr. Woodbury gives voluminous 
statistics to show that the German systems have been successful ; 
but, even so, it would not follow that their application to the people 
of the United States would be equally successful. To assume 
this would be to follow too closely a mistake we have made in 
England. 

That the people of the United States are justified in their 
opinion of the efficiency of their voluntary system of insurance 
is shown by recent developments of it. Mr. R. L. Cox has stated 
(Scientific Monthly, IV., 329) that “nearly every large [life 
insurance] company in the United States is doing something 
intended either to prolong the lives of its policy-holders or of the 
people generally,” and that “the spirit which makes personal 
gain an incident and service the real motive” has largely pre- 
vailed in the life insurance field. If the provision of compulsory 
insurance should become a serious question in that country, the 
bodies which have already obtained large results by the exercise 
of the principle of voluntary insurance will be entitled to be 
heard on the matter. 

E. BRABROOK 
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Competition, A Study in Human Motive. By JoHn Harvey, 
Mautcoum SPENCER, J. St. G. C. HEATH, WILLIAM TEMPLE, 
H. G. Woop. (London : Macmillan and Co. 1917. 
Pp. xiii + 232.) 


THE aim of this volume is to replace the “economic man” by 
an ethical man, and to show that the ethical substitute can be 
economically effective. The writers detail with considerable 
impartiality the advantages of an industrial system which is 
evidently repugnant to their moral sense. They admit that the 
system “works”; that it stimulates production, encourages grit, 
makes people find their level, and by eliminating the unfit, raises 
the general standard of ability. But these achievements are 
secured at too great a cost. Competition tends to produce slip- 
shod methods and shoddy goods; the struggle for markets is blind, 
chaotic and wasteful. Although the writers labour this point a 
little, and hardly make, at this stage, sufficient allowance for the 
fact that no one now advocates unrestricted competition, yet the 
commonplace that it is easier to produce commodities than to 
sell them would seem to justify these strictures. 

The authors’ main point is condemnation of the view which 
accepts competition as the counterpart in the economic world of 
natural selection in the physical world. The unfit in the economic 
world do not drop out of existence; they persist as wreckage 
encumbering society, and as a standing reproach to the system 
that produced them. The scrapping of human beings is no more 
sound economically than it is permissible morally. 

The writers proceed to review the methods already adopted, 
or suggested, to deal with the problem raised. They discard 
Social Reform by legislation as a palliative which does not go to 
the root of the matter. Poverty might be practically abolished, but 
so long as private profit remains, a lasting source of distrust and 
dissension between capital and labour, the problem is not solved. 
The nationalisation of industries would deprive us of the initiative 
of our captains of industry without providing any adequate sub- 
stitute. Society requires more production, not less, and the 
writers doubt whether this can be achieved without the men 
of initiative and outstanding business ability. The essence of 
industrial progress is the taking of risks, and a democratic govern- 
nent does not and cannot take risks with the people’s money. 
Syndicalism offers a better chance than State socialism, but is 
open to many of the same objections. On this subject the 
writers are disappointingly brief, being evidently in a hurry to 
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have done with half measures, and get on to their main thesis, 
which is that only a change of heart can save society. Apart 
from the desire for personal profit and advancement, there are 
still three motives that can animate the worker: the desire to 
carry out God’s work in the world, the desire to serve the com- 
munity, and the joy of creation. Even now we find these motives 
working with considerable effect. Social workers, missionaries 
and trade union leaders ask for neither fame nor money in pro- 
portion to their efforts; artists and craftsmen often do their best 
work for the sheer love of creating. The writers point out that 
human nature is not unchangeable, and quote J. S. Mill in sup- 
port of their view that our deep-rooted selfishness “is so deep- 
rooted only because the whole course of existing institutions 
tends to foster it.” They have all the reformer’s fervent belief 
in the potency of education and environment. ‘Their thesis does 
not admit of proof, but having concluded that the change ought 
to be made, they have no option but to assume that it can be 


done and must be attempted. 
H. REYNARD 


The Progress of Capitalism in England. By W. CUNNINGHAM, 
D.D., F.B.A. (Cambridge: At the University Press. 1916. 
Pp. xi+144. Price 3s. net.) 


No history of the progress of capitalism in England worthy 
of the subject has yet been written, and as Dr. Cunningham is 
the ideal historian of this topic, his little book seemed very 
promising. It is a pity to have to confess that one laid it down 
with a sense of disappointment. The book is only a very general 
survey of the ground wherein merely the landmarks are indicated, 
and, even so, one-ninth of the whole is devoted to moralising which 
is full of controversial statements, as, for instance, concerning the 
relative merits of English and German education, with a slight 
inclination to favour the patriotism of the latter; or that it is 
no longer possible to assume that ‘‘the industrial rivalry of 
nations will be kept in check by an increased sentiment of brother- 
hood.” On the other hand, it need hardly be added that in the 
major part of the book, which is concerned with economic history, 
there is little room for differences of opinion. Several important 
points are brought out effectively—e.g., that the freedom of 
intercourse at the early fairs engendered the feeling which in the 
reign of James I. objected so strongly to private monopolies ; or 
that economic progress must be paid for by human suffering. 
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One wishes that the author would write a comprehensive treatise 
on this attractive subject. As it is, the present work is not 
sufficiently detailed to serve as an introductory text-book for the 
beginner, nor is it likely to be of any special value for the scholar. 
No doubt Dr. Cunningham realised this, for his plea is that he 
printed the substance of the lectures he delivered at the London 
School of Economics in the spring of 1915 “in the hope that it 
may prove a useful appendix ” to his larger work, which, it need 
hardly be added, deservedly commands universal respect. 

We are glad to note that Dr. Cunningham uses “capitalist ” as 
a descriptive adjective before a noun (é.g., capitalist organisation), 
and “capitalistic” where no noun follows (“the organisation of 
industry was not capitalistic,’ p. 72). Obviously the phrase 
“capitalistic organisation” in the note (last line) on p. 73 is a 
slip, for in the text on the same page (fourth line from the 
top) the more usual adjective is applied. 

On the last seven pages of the book the author prints a very 
useful list of his books and papers on economic subjects. 

M. EPSTEIN 


War Finance Primer. (National Bank of Commerce in New 
York. May, 1917. Pp. 136.) 


THE principal portions of this publication have been published 
elsewhere. There is first the paper entitled “How to Finance the 
War,” by Professors E. R. Seligman and R. M. Haig, which we 
mentioned in our last issue (p. 301) as not countenancing the 
policy of ‘‘taxation only.’’ After showing that a loan will be 
required, the writers go on to consider what the character of the 
loan should be. They think that a perpetual, or even a long 
debt, should be avoided. The Government should issue bonds 
to run for not more than ten years, or at most twenty years. 
They are strongly opposed to exempting loans from taxation. 
One of their objections is that to the extent of any 
future unexpected increase in the income-tax the holders 
of bonds will enjoy an unmerited exemption. Instead 
of paying a higher tax on unearned income, they will be paying 
a lower tax. What the new taxation should be is next con- 
sidered. ‘T'o secure an additional revenue of $1000,000,000 from 
the income-tax it is proposed to reduce the exemption from its 
present high limit to $1500,,to make the normal rate about 10 per 
cent., and to graduate the additional rate up to 40 per cent. 
(making a total of 50 per cent.). The excess-profits tax forms 
the next largest accession. 
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The National Bank of Commerce in New York who offer this 
publication as an aid to clear thinking on the fundamentals of 
war financing have reprinted with that view another classical 
treatise, namely, the chapter on “The Financial Management of 
a War,” taken from Dr. Henry Adams’ Public Debts (now out of 
print). He too steers a middle course between the policy of tax- 
only and that of loans-only. Referring to America’s war ex- 
penditure in 1865 which amounted to 27 per cent. of the 
national income, he observes: ‘‘ A tax so excessive in amount 
precipitated without warning upon established industries would 
have encroached upon working profit, weakened the incentive to 
Labour, broken the mainspring of activity, and destroyed the 
mechanism of production.’ On the other hand, the experience 
of America in the war of 1812-14 and in the Civil War shows 
that a policy of loan-only leads to a decline of the nation’s credit. 
The general conclusion is that sound financial management 
inclines always towards taxes. ‘‘ Reliance cannot be placed 
wholly upon loans nor wholly upon taxes, but fiscal administration 
should be so adjusted as gradually to change the burden of ex- 


penditure from credit to clear income.”’ 
F. Y. EDGEWORTH 


A Constructive Criticism of the United States War Taz Bill. 
By Professor E. R. A. SELIGMAN. (National Bank of Com- 
merce in New York, June, 1917. Pp. 22.) 


Tus brochure should be read along with the one written by 
Professors Seligman and Haig to which we have just now adverted. 
Professor Seligman here again dismisses the two extreme theories 
of loan-only and tax-only. He thinks that the Act passed by the 
House of Representatives in May errs on the side of excess in 
taxation when it proposes to raise half the additional war expenses 
(exclusive of the sum allotted to the Allies) by way of taxation. 
‘* The 50 per cent.-50 per cent. policy is one which has never even 
been remotely approached by any country in the world,’’ says 
Professor Seligman. He criticises the war-tax bill on the grounds 
that it proceeds to an unheard-of height in the income tax, 
imposes unwarranted burdens upon the consumption of the com- 
munity, is calculated to throw business into confusion by levying 
taxes on gross receipts instead of upon commodities, follows an 
unscientific system—taking out of the pocket of the consumer 
far more than it would bring into the Treasury—in its flat rate 


on imports; and on several other grounds. 
F. Y. EDGEWORTH 








REVIEW-ARTICLE 
AFTER-WAR PROBLEMS 


After-War Problems. By the EArt OF CROMER, VISCOUNT 
HALDANE, THE BISHOP OF EXETER, PROFESSOR ALFRED MAR- 
SHALL, AND OTHERS. Edited by William Harbutt Dawson. 
(London : Allen and Unwin. Pp. 366. 7s. 6d. net.) 


THIs is a useful collection of contributions to the solution of 
problems which will become pressing after the restoration of 
peace. The number of separate essays—twenty in all, if we 
include the editor’s stirring introduction—would of itself deter 
us from attempting to cover the ground evenly by detached 
remarks on each of the different subjects. Moreover, much of 
the ground lies beyond the range of the Economic JOURNAL. We 
are thus constrained to select somewhat arbitrarily for special 
notice a few out of the many valuable articles in this collection. 
We must omit altogether the first division of the book, which 
deals with “Empire and Citizenship.” Under the second head, 
“National Efficiency,” passing over with reluctance Lord Hal- 
dane’s treatise on “National Education” and other important 
papers, we first notice Professor 8S. J. Chapman’s “State and 
Labour.” Professor Chapman anticipates that the “crystallisa- 
tion of the productive system in regulations and customs ’’ which 
had set in before the war will have been modified by the experi- 
ence obtained during the war. For example, “‘ it ought not to be 
beyond the powers of organisation to fit in the employment of 
women, under conditions suited to their powers, with the em- 
ployment of men under different and less restricted conditions.” 
Things will come out greatly changed from the furnace of war. 
Nevertheless, the State is bound to fulfil its undertakings to 
restore restrictions which prevailed before the war. The work- 
people have a right to a status at least as good as those restric- 
tions were intended to secure. But they may use that right as 
something to bargain with and thereby obtain conditions different 
from, but more advantageous than, the old ones. The State in 
dealing with the relations between employer and employed in 
the period of transition following the war must endeavour to 
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prevent the economic system which has been forced by the strain 
of war to make itself plastic from hardening again into a rigid 
form. “Its habit has hitherto been that of the lobster—to grow 
a shell, discard it when it has become absolutely tight, and then 
grow another. The ideal to aim at is continuous plasticity under 
working agreements which can be modified as need arises, seeing 
that schemes suited to all the features of an unforeseen future 
cannot possibly be devised.” One awkward factor to allow for 
will be price variations with consequent changes in real wages. 
“The obvious course is to provide some slide of wages with an 
agreed index of prices for a period.” But there remains the 
question what should be the starting wage, what should be the 
real wage which it is agreed to keep constant while prices vary. 
Shall the basis be the terms which the wage-earner now enjoys, 
or his remuneration before the war? 

Professor Chapman incidentally throws much light on a 
problem which is discussed eo nomine in the two following essays, 
“The Relations between Capital and Labour.” On behalf of 
Labour Mr. G. H. Roberts, M.P., makes some large claims. 
Seeing that nothing is so demoralising to the worker as low and 
uncertain wages, ‘‘ it should be made a misdemeanour for any 
person to take another into employment unless able and willing 
to pay a living wage.’ ‘‘ The doctrine of laissez-faire must be 
interred beyond the possibility of resurrection.” But the tone 
in which these demands are made is conciliatory. The writer 
does not pretend that all the faults have been on the side of the 
employing class in their disputes with the workpeople. He looks 
for some permanent plan for securing agreement between the 
parties, such as was suggested by the Industrial Council appointed 
in 1912. He separates himself from those mischievous persons 
who go about prophesying a widespread class warfare after the 
termination of national hostilities. ‘Having seen the son of the 
well-to-do and the son of the labourer watching and fighting 
together in order that their country may remain great and its 
people free, I cannot think they will soon forget the comrade- 
ship that inspired them to common endeavour and sacrifice. . . .” 

In a similar spirit, from the standpoint of Capital, the late 
Sir Benjamin Browne deprecates quarrels. ‘What we want is 
to try and somehow re-establish that trust between employers and 
workmen that has to a certain extent fallen into abeyance, but 
by no means altogether... .’’ ‘‘ The two bodies ought to be 
organised, as most of them have been for some time, and they 
ought to meet together on a footing of absolute equality, and no 
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stoppage ought to be allowed until every effort has been exhausted 
to make a friendly settlement.” Some not obvious circumstances 
which should be taken into account in framing such a settlement 
are adduced by the experienced entrepreneur. Grant that in the 
case of a company where the amount of capital employed per 
workman is large a small sacrifice on the part of capital may 
materially benefit the workman; yet the case is very different 
when there is only £100 of capital or less per man employed. 
Again, the large profits of some businesses arrest attention from 
the fact that many others make either little or nothing. ‘‘ When 
I came to Newcastle as an employer, in 1870, I had occasion to 
meet all the engineering employers of Newcastle and Gateshead. 
I have kept an account of these businesses, and I find that two- 
thirds of them have perished disastrously.” Again, owing to the 
power of a long purse to surmount troubles, “drastic changes in 
the law, unexpected strikes, and all other sudden and violent 
measures,” generally tend to give the large employer an advan- 
tage. The decline of the small employer is regarded by the 
writer as a national calamity. 


An important contribution to National Efficiency is made by 
Mrs. Fawcett in her article on “The Position of Women in 
Economic Life.” We shall attempt to summarise her arguments ; 
compressing, but, we trust, not distorting, the solid contents of 
the article. 

Women have been excluded from skilled industries for which 
they are capable by the action of trade unions. For instance, 
“seven or eight hundred women who were working linotype and 
monotype machines in Edinburgh in 1910 were doomed to in- 
dustrial extinction as the result of the Typographical Society’s 
strike.” In the textile trades ‘“‘stringent trade union rules pre- 
vent women from being taught to ‘set’ and ‘tune’ their 
machines. They do not do it because they are not allowed to 
learn how to do it.” The trade union spirit in the professions 
is even more exclusive. The long boycott of women medical 
students in Edinburgh University has only just now (1916) been 
brought to an end. The British Red Cross in the first months 
of the war refused all recognition to hospitals officered by medical 
women for foreign service. The Army Medical Department was 
at first equally exclusive. Now, indeed, women have won their 
way into the medical profession, but nearly every other profession 
is still closed to them in this country. There results an immense 
waste of a great national asset. “There is no waste so great as 
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the waste of the powers and gifts of the human beings who make 
up the nation.” 

This exclusion from skilled trades and professions exercised 
by men has the result of inequitably lowering the remuneration 
of women. The inequity is glaring when being permitted to do 
the same work women receive less pay. ‘For clerical work the 
pay allowed by the Treasury for women is substantially lower 
than for men. When in 1916 the great rise of prices called for 
a bonus on the wages of the clerical staff in Government Depart- 
ments, an extra 4s. was given to all the men from eighteen 
years old and upwards, but only 2s. a week to women.” At an 
aircraft factory the employers tried to make girls sign an agree- 
ment to work at a flat rate of 8d. an hour. . . . “The men in 
the same factory were having 10d., 1s., and 1s. 2d. per hour; 
the women doing in most cases absolutely identical work.” Many 
instances are given of women working for Government or in “con- 
trolled” establishments who are receiving wages insufficient to 
maintain them in efficiency—evidently (we infer) below the 
standard of men’s wages. 

It cannot be maintained that the unequal treatment of women 
is justified by their inability to acquire skill or by the inferiority 
of their work. Those who make the first objection can never 
have heard Miss Marie Hall play the violin or Miss Fanny 
Davies the piano. ‘‘ They can hardly even have seen a 
woman dancing on the tight-rope.” As to the alleged in- 
feriority of women’s work, evidence to the contrary is furnished 
in abundance by the experience of munitions work. For instance, 
Sir William Beardmore, in his presidential address to the Iron 
and Steel Institute, 1916, recording the experience of his own 
firm, adduces cases in which “these girls in all cases produced 
more than double that by thoroughly trained mechanics—mem- 
bers of Trade Unions—working the same machines under the 
same conditions.” “In the turning of the shell body the actual 
output by girls, with the same machines and working under 
exactly the same conditions and for an equal number of hours, 
was quite double that by trained mechanics.” 

Nor can the unequal remuneration of women workers be 
justified by the allegation that they have homes provided by their 
parents and are working for ‘“‘pocket-money wages.” “There 
may be here and there a few young women who are working under 
these conditions, but it is not true of the mass.” The recent 
researches made by the Fabian Women’s Groups show that out of 
2,410 cases of wage-earning women two-thirds are not only 
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entirely self-supporting, but have others to maintain besides 
themselves. 

The fact last stated meets an objection which the author dis- 
misses somewhat contemptuously as “‘the old story of the men 
having dependents and the women none.” From the Fabian 
statistics which Mrs. Fawcett cites we gather that in round 
numbers 1,000. wage-earning women, about 40 per cent. of the 
total under observation, were supporting over 1,550 persons (adults 
or children) either wholly or partially (over 600 wholly and over 
950 partially). There were also 432, nearly 20 per cent. of the 
total, contributing to the upkeep of their own and other homes 
over and above the cost of their own board and living. 

If women really do identical work for less pay, “it must end 
in the women monopolising the trade and the men being turned 
out of it or coming down to the women’s rate of wages.” 

Thus on grounds of expediency as well as justice “women 
should get equal pay with men for equal results,’ as Captain 
Williams lately declared, speaking on behalf of the Board of 
Trade. In the words of Mr. J. H. Thomas, M.P.—one of the 
few that are free from that fear of the voter which makes cowards 
of most members of Parliament—‘‘ wherever women were doing 
the work of men they should be paid the same rates as men.”’ 

We do not feel competent to comment on the statements 
which we have attempted to summarise. We may perhaps assist 
the reader to test the strength of Mrs. Fawcett’s arguments by 
referring him to some variant statements upon the points at issue 
made by other high authorities on the subject. Such is the 
article in the New Statesman (for August Ist, 1914) in which 
Mrs. Sidney Webb argues that the principle of equal pay for equal 
work—that “abstract doctrine of the modern middle-class 
Feminist ’’—may lead to the unexpected result of one sex or 
the other being entirely excluded from a branch of industry. So 
Miss Rathbone in the Economic JouRNAL (March, 1917, p. 55 
et seq.) treats as very serious the argument to which Mrs. Faw- 
cett alludes as “the old story of men having dependents and 
women none.” We may also refer to Professor Taussig’s article 
on a “Minimum Wage for Women” in the Quarterly Journal of 
Economics (for May, 1916, summarised in the EcONOMIc JOURNAL, 
September, 1916). 


We pass on to the problem of “Taxation After the War,” 
treated by Dr. Marshall. He begins with an estimate that the 
revenue required after the war will certainly be more than twice 
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as much as was required before the war, certainly more and 
possibly much more than £m.400 (we follow Dr. Marshall in the 
use of a notation which is convenient for those who have to think 
in millions). The next topic is “a search for the least detrimental 
distribution of the future heavy burden of taxation.” The state- 
ment of the question affords some clue to the answer. For it is 
suggested, as we interpret, that the criterion of right distribution 
is, in Mill’s phrase, “the mode by which least sacrifice is occa- 
sioned on the whole,” rather than the alternative, but by no 
means identical, formula given by Mill and mostly adopted by his 
followers, the principle of equal sacrifice, “that each shall feel 
neither more nor less inconvenience from his share of the pay- 
ment than every other person experiences from his” (Mill, 
Political Economy, Book V., Chap. II., § 2). To elicit from 
the second criterion a decided argument for progressive taxation 
requires assumptions as to the laws of sentience which are some- 
what precarious, which seemed to Mill ‘‘ too disputable alto- 
gether.’’ Dr. Marshall is content merely to allude to the question 
whether as much personal hurt is caused by taking £1,000 from an 
income of £10,000 as by taking £20 from an income of £200. It 
is “‘a matter on which opinions differ,” he says, and he goes on to 
affirm a proposition which does not depend on such precarious 
premisses ; ‘the hurt caused by obtaining £1,000 of additional 
Revenue by means of levies of £20 from each of fifty incomes 
of £200 is unquestionably greater than that caused by taking it 
from a single income of £10,000.’’ Perhaps he would agree with 
us in accepting Professor Nicholson’s judicial pronouncement on 
the issue between ‘‘ minimum sacrifice’’ and ‘‘ equal sacrifice ”’ : 
that the former statement ‘‘seems more logical on the pure utili- 
tarian theory ; on grounds of formal justice the equality of sacrifice 
may be preferred” (Principles, Book V., Chap. VII., § 3, 
note). At any rate, Dr. Marshall seems to secure the good and to 
avoid the danger inherent in each of the doctrines. On the one 
hand, he would not exempt from taxation and the attendant sense 
of sacrifice even ‘‘the poorest class of genuine workers,’’ even 
‘‘those who apply practically the whole of a very small family in- 
come to good uses.” They would thus “‘remain full free citizens 
with a direct interest in public finance.’’ ‘‘But the greater part of 
what they contribute directly to the Exchequer should be returned 
to them indirectly by generous expenditure from public funds, im- 
perial and local, for their special or even exclusive benefit.’’ On the 
other hand, while recommending that the income tax should be 
more steeply graduated, with perhaps some increase in duties on 
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inheritance, he would avoid the danger of discouraging the forma- 
tion of capital. ‘“‘The duty of each generation to those which are 
to follow is as urgent as that of the rich to consent to surrender 
a more than proportionate contribution from their incomes to the 
national purse; ethical considerations and those of high policy 
make alike for the preservation of capital.” 

In connection with the apportionment of taxation between 
the rich and the poor we may notice a certain “abstruse point.” 
“Tf a great part of the Revenue is derived from taxes on com- 
modities consumed by the people, then either the standard of 
living of the people must be lowered or the taxes must ultimately 
be paid by their employers; therefore it must in the main fall 
on the income obtained from capital employed in business.” This 
statement (which like most of our unavoidably curtailed quota- 
tions should be read with the context) seems more accurate than 
the statements of Adam Smith and Ricardo as to the consequences 
of taxes on the necessaries of workpeople. 

We are reminded of another classical doctrine, one propounded 
by John Rae in the work so highly praised by Mill, when Professor 
Marshall suggests that ‘‘pleasure derived from a display of wealth 
can be made a source of revenue without considerably injuring 
those who are taxed.” The affinity which is noticed between 
this principle and the taxation of advertisements likewise deserves 
consideration. 

Taxes on imports are reserved for separate consideration. They 
have certain advantages. Under modern conditions commodities 
are more easily taxed when crossing the frontier than when pro- 
duced at home. A great part of the burden may, in some special 
cases, be thrown on the foreigner. On the other hand a duty on 
any import tends to prejudice those who are engaged in production 
for export. And the arguments in favour of resort to import 
taxes have generally to be discounted by the following weighty 
observation. ‘The experience of many centuries shows that a 
policy which will confer a considerable benefit on each of a 
compact group of traders or producers will often be made to 
appear to be in the interest of the nation; because the hurt — 
wrought by it though very much greater in the aggregate than 
the gain resulting from it is so widely diffused that no set of people 
are moved to devote mind, time, and energy to making a special 
study of it. Its advocates speak with zeal and the authority of 
expert knowledge. But they are bad guides, even if unselfish 
and perfectly upright ; for a policy that makes for their peculiar 
profit is invested in their eyes with a deceptive glamour.”’ 
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Taxes on imports have been advocated as a source of revenue 
—revenue urgently required after the war. But the source is less 
abundant than is supposed. Even Germany (in 1913) derived 
only about 2s. per head of her population from taxes on finished 
goods of all kinds ; and our exchequer will require about a hundred 
times as much as this per head after the war. It is not generally 
known that Germany’s receipts from import duties on “raw 
materials for the purposes of industry” yielded almost the same 
amount as those on finished goods and more than four times as 
much as those on half-finished goods. Against the taxation of 
foreign half manufactured and even wholly manufactured goods 
for the purpose of revenue—or indeed for any other purpose—is 
to be set the weighty consideration that Britain owes much of 
her advantage as an exporter to the ease with which her manu- 
facturers obtain such goods from all parts of the world. 

Another purpose for which taxes on imports are recommended 
is to protect industries which have suffered from foreign com- 
petition. Dr. Marshall reminds us that the advantages of pro- 
duction on a large scale, as a means to which Protection is recom- 
mended, belong in the highest degree not to a single business, 
nor even a single industry, but to ‘‘a compact industrial district 
where the production of many correlated industries for sale at 
home and abroad work into one another’s hands; thus getting 
what they need without obstruction.’’ 

With regard to dye and certain ‘‘chemical’’ and other industries 
in which Britain has been outpaced by Germany, “the best remedy 
is a voluntary association of British manufacturers and traders 
who have some special interest in the matter, and who unite 
their resources to set up the industry in full strength.’’ ‘‘ State 
laboratories and University laboratories subsidised by the State 
should be required to undertake suitable inquiries on behalf of the 
industry.’’ To meet the expenses thus incurred, ‘‘ a small duty 
may reasonably be levied on imports which compete with the 
products of the new industry.”’ 

A heavy duty may be imposed on any of the articles which 
can be shown to be often ‘‘ dumped ’”’ in the British market at 
an exceptionally low price for the express purpose of crushing 
the new industry. But there occurs to us here an observation 
made by the author in a somewhat different connection: ‘‘ No 
good distinction has yet been found between malignant dumping 
and the practice of selling abroad occasionally at relatively low 
prices, which obtains in almost every British industry.”’ 

Again, in the matter of key metals, ‘‘ new conditions seem to 
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call for some departure from that liberal policy which has served 
Britain well in the past.’’ But ‘‘ the key metals of to-day are not 
those of a few years ago; and restrictive measures by taxation 
are a poor substitute for constructive energy which may outpace 
the Germans in finding out what will be the key metals of the 
coming generation.’’ 

The new requirements of national defence have also weakened 
some of the old arguments for the free importation of food; 
‘““ some measure of protective policy in regard to necessary food 
supplies may need to be accepted as an insurance against dis- 
aster.’’ The writer indicates some measures among which 
Protective duties are not conspicuous. He refers to Professor 
Naumann’s conclusion that the progress of agriculture in Germany 
has been at about the same rate in recent years as under the more 
liberal Caprivi policy, and at least as great in duty-free countries 
as in those with Protective tariffs. 

The topic is connected with imperial preference. Import 
duties from which the other parts of the Empire are exempted 
would have little effect. ‘‘If Empire grain is admitted free, and 
Argentine grain is not, then Argentine grain will oust Empire 
partially or wholly from other markets; and Britain will be 
supplied almost exclusively from the Empire at about the same 
prices as before.’’ But if the Empire grain is taxed at a rate lower 
than that levied on other grain, Britain will make a valuable 
present to other parts of the Empire at great cost to herself. But 
this result, if unintended, is open to the remark that business 
transactions among relatives and friends are dangerous. 
Difficulties open out in every direction when specific details of 
plans for Preferential duties are considered closely. There are 
also some general objections of an ‘‘ ethico-political ’’ character. 
If Britain tries to turn victory to her own special benefit, if her 
actions give colour to the charge that she organised the war in 
the interests of her own industry and trade, she will commit a 
fatal error. It was by proceeding on Machiavellian lines that 
Germany provoked the antagonism of the world. Lastly, if 
Britain should countenance the large schemes of Protection put 
forward in some quarters, ‘‘ Britain would appear to abdicate her 
great place as ruler of India in India’s interest.’’ 


F. Y. EDGEWoRTH 














NOTES AND MEMORANDA 


THE Mass OF UNREMUNERATIVE CAPITAL 


AT a moment like the present, when attention is being daily 
focussed upon the spectacle of the vast profits now being made 
in certain sections of commerce and finance, there is some danger 
lest the public may forget that the total amount of capital which, 
so far as its owners are concerned, has been hopelessly sunk, or 
else has, during longer or shorter periods, brought in no return 
to them, is so enormous as to reduce the average return obtainable 
by the investment of capital to a rate very far inferior to those 
signalised with disapproval by a section of the Press. Sometimes 
capital has been lost in speculations which have been bogus from 
beginning to end. But often a collapse of an undertaking has 
followed on a period of temporary prosperity, while in many 
enterprises the capital engaged, although lost to its original 
owners, cannot be said to have been entirely thrown away, since 
it has called into being works of general utility which not only 
afford steady employment to large masses of labourers, but also 
perform important services to the public. Of these two latter 
classes, the Liberator Building Society (not to be too recent) and 
the old London, Chatham, and Dover line are instances respec- 
tively. Moreover, in a very large proportion of instances, as 
everyone knows, a company’s business is remunerative as to a 
portion of its capital and non-paying as to the remainder. 

The present memorandum has been compiled from the Official 
List of the London Stock Exchange for November 30th last, and 
relates therefore only to securities which are quoted on that 
Exchange, but which have not been quoted as ex dividend since 
June 30th, 1915. Consequently, many British undertakings of 
considerable local importance are absent, while a vast number of 
enterprises carried on in foreign countries, some under British 
and some under foreign management, are included. Obviously, 
therefore, the capital locked up or lost must be to a considerable 
extent not British but foreign. 

The classification adopted in the Stock Exchange List as to 
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the nature and functions of the companies and other bodies 
enumerated has been retained. Where the securities have been 
in shares the face value has been taken and when necessary 
reduced to pounds sterling. As, in order to save labour, sums 
below a thousand pounds have been ignored, the totals are no 
doubt considerably below actuality, the understatement running 
probably into some millions of pounds in the aggregate. Under- 
takings have been grouped also, according to the countries in 
which they are situate, into British, British Colonial, British 
Indian, United States, and Foreign. Thus a railway in South 
America is classed as foreign because it is located in a foreign 
country, though it may be under predominantly English control. 

A large number of failures to pay interest or dividends will 
have resulted from causes arising out of the present war. In 
order roughly to isolate these from failures originating indepen- 
dently of the war, a further classification by date has been effected 
according as the last quotation ex dividend occurred previously to 
1913, during 1913, or during 1914 and the first half of 1915. 
Passings of dividend occurring subsequently to the latter date 
have been disregarded, because they may have been due to tem- 
porary causes not affecting the general stability of the company. 
The suspension of dividends by public bodies and commercial 
companies operating in enemy countries has been omitted from 
the present calculations as the suspension has resulted automatic- 
ally from the declaration of war, and is no criterion of com- 
mercial instability. 

It is gratifying to be able to record that no defaulters are to 
be found among any of the British, Colonial, or Indian Govern- 
ments or municipalities whose loans figure among the securities 
quoted in the List, with which latter alone, the reader is re- 
minded, this memorandum is concerned. 

The amount of capital, within the limits above stated, bringing 
in no return to its investors since the middle of 1915 reaches the 
enormous total of six hundred and seventy millions sterling, or, 
more precisely, somewhat exceeds £668,175,000. Of this sum, 
nearly one half, namely, £319,028,000, consists of the securities 
of railways in the United States. Included among the latter in 
the Stock Exchange List are, however, the various issues of the 
Mexican National Railways totalling £45,000,000, although the 
other railways of that country are classed in it as Mexican and 
not as belonging to the United States. 

Unremunerative capital in Home investments amounts to 
£74,583 ,000, of which £35,599,000 is to be credited to railways ; 
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£3,204,000 to breweries; £1,369,000 to finance companies and 
trusts ; £345,000 to electric lighting companies; £3,016,000 to 
iron, coal, and steel companies; £4,201,000 to shipping, tele- 
graphs, and tramways; and £26,849,000 to commercial and in- 
dustrial undertakings not coming under the above heads. 

The total amount for the Colonies is somewhat lower, being 
£64,927,000, composed of £21,439,000 in railways; £16,612,000 
in land companies and trusts ; £11,505,000 in iron, coal, and steel ; 
£10,112,000 in other mines and in oil; £1,342,000 in electric 
power; £522,000 in breweries; £170,000 in gas and water; 
£388,000 in tram and omnibus companies ; £120,000 in tea, coffee, 
and rubber companies; and £2,717,000 in other commercial and 
industrial concerns. The amount of Indian concerns in default 
is almost negligible, and only two undertakings, both of them 
mines, are involved. 

With the exception of the huge dead weight of the 
£319,028,000 sunk in non-paying railway securities of the United 
States (or £274,000,000 if we leave out the Mexican National 
Railways), the amount of non-paying capital invested in that 
country is comparatively insignificant, being composed of 
£3,512,000 in electric power concerns ; £2,430,000 in breweries ; 
£220,000 in steel; £300,000 in oil; £600,000 in land and other 
trusts; and £8,892,000 in other enterprises. From the returns 
before us, it appears that the percentage of railway capital not 
paying interest is 3 in Great Britain, 34 in our self-governing 
dominions, nil in India, and 12% in the United States. At the 
same time, the average rate of interest in railway securities in 
the States is nearly double what it is at home, namely, 7°97 
against 4°13 per cent. in 1914. 

In other foreign countries also railways head the list of 
defaulters with £71,165,000. Foreign States themselves stand 
next with £38,737 ,000; then come land companies and financial 
trusts with £32,725,000; oil, mines, and nitrate companies with 
£12,153,000; tram and omnibus companies with £9,401,000 ; 
electric power companies with £9,872,000; gas and water com- — 
panies with £8,870,000; banks with £4,021,000; tea, coffee, and 
rubber companies with £400,000; and other undertakings with 
£6 338,000; making in all £193,682,000. Of this large sum, 
£34,705,000 is composed of loans to the Mexican Government 
and £93,295,000 of other securities of that country. 

The number of concerns suspending payment of dividends is, 
for the United Kingdom 122, for British Colonies 60, for India 2, 
for the United States 28, and for other foreign countries 117. 
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Of our own group 72 had never paid, or had been last ex dividend 
previously to 1914, so that their difficulties had not arisen out 
of the war. Most of the financial, transport, and utility concerns 
date their passing of dividends back to this period. Of the re- 
maining fifty which have suspended interest since the com- 
mencement of the war, the great majority—namely, forty-two— 
have belonged to the group of miscellaneous industrial and com- 
mercial businesses such as large shops, provisioning companies, 
hotels, and manufacturing firms. Of the Colonial suspensions, 
thirty-three occurred before 1914, as did also the two in India. 
Of those in the United States, the war could have affected only 
the six which happened in 1914-15. Among those of other foreign 
countries (upwards of sixty being South American or Mexican), 
fifty-nine, or just over half, occurred during the war period. Some 
of these were no doubt affected more by the disorders in Mexico 
than by the European war. 

It is noticeable, however, that six of the ten suspensions by 
Colonial railways, nine out of twenty-one suspensions among 
Colonial land and finance companies, and nine out of twenty-three 
foreign land and finance companies, have happened durirg the 
war. That five out of the seven failures by foreign States to 
discharge their liabilities occurred during the same period, with 
which the internal troubles of Mexico coincided, is not surprising, 
since they are all Mexican or Central or South American. 

The suspensions of dividend by miscellanous commercial and 
industrial undertakings in the Colonies, the United States, and 
other foreign countries are few compared with those of the same 
description at home. This was to be expected, since but a small 
proportion of those existing outside Great Britain would be quoted 
on the London Stock Exchange. 

C. H. p’E. LEpPINGTON 


BANK RESERVES AND DEPRECIATION 


BANKING capital and deposits are employed in loans and ad- 
vances. An increase of deposits, in normal times, is accompanied 
by an increase in loans. Conversely, when deposits are withdrawn 
the bank calls in its loans. In times of panic the bank might 
not be able, and would certainly be unwilling, to do this. It 
would only intensify the crisis. It is, as Bagehot says, ready 
lending which cures pani¢s, and non-lending or niggardly lending 
which aggravates them. 

An Emergency Fund or Reserve is, therefore, a requisite of 
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modern banking. It is so because banks may be called upon 
suddenly to pay certain of their liabilities at a time when it may 
not be possible or politic to call upon borrowers to repay their 
loans. 

A Reserve Fund, if it is to be available in emergency, must 
be liquid. It may consist either of cash or of securities. If the 
latter, the securities must be of a kind which in the worst of 
times the ultimate lender, the Bank of England, would not refuse 
to accept as security for an advance. 

The bank publishes an account of its Reserve Fund in order 
to satisfy the public that it possesses cash or securities sufficient 
to meet its liabilities. Upon the magnitude of its reserves, and 
the nature of the securities which compose them, depend the 
credit and stability of the bank. The test is the extent to which 
the securities are liquid. The worth of the reserve is measured 
by its potential cash value. If it is high, then the credit of 
the bank is high. If it is increased or diminished by a rise or 
fall in the market price of the securities, there will be a corre- 
sponding, not necessarily an equivalent, change in the credit and 
stability of the bank. 

The banker, therefore, is always trying to maintain the 
potential cash or pledging value of his reserve unimpaired by 
purchasing with every fall in price an additional amount of 
securities equivalent to the depreciation in their former market 
value. If there ig no depreciation, his object then is to augment 
his reserves by steadily writing them down. By that phrase is 
meant the provision cut of annual profits of a fund for bringing 
the balance-sheet value of the reserve security below the market 
value. It is mainly due to this procedure, namely, the retention 
of profits and their employment in ordinary banking business, 
that the proportion of securities to banking resources, which 
twenty years ago was 25 per cent., has been reduced to 15 per 
cent. to-day. 

The income from the securities is not affected by the fall in 
their market value, so that the effect of the setting aside of profits 
to balance the depreciation is to add to the earning power of the 
bank. The amount retained out of the annual profit of any one 
year will ultimately be returned to the shareholder in increased 
dividends. 

It may be said, however, that the ultimate interests of the 
bank do not always coincide with the immediate interest of the 
shareholder ; what he wants is a large dividend now. The securi- 
ties, he will argue, are not of the nature of a wasting asset like 
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machinery. The fall in value is merely due to market fluctua- 
tions in the rate of interest which, sooner or later, is certain to 
be reversed, while the rise in the market rate of interest which 
causes depreciation enables the bank to charge higher rates for 
money, and this, he will say, is in itself a source of additional 
profit to the bank. 

To this it may be answered, in the first place, that the value 
of securities may be affected by causes, such as an undue exten- 
sion of the national liabilities, other than a rise in the rate of 
interest. Consols in 1903 were £94 5s. and money at call 
£2 17s. 10d. In 1914 Consols were £76 3s. 1d. and money 
£2 6s. 10d. Consols, in fact, depreciated 19 per cent. in the period 
under review without any corresponding rise—on the contrary, 
there was a fall—in the market rate of interest. 

In the case cited above it is clear that there will be no increase 
in the earning power of the bank from a higher market rate of 
interest, and if suitable provision had not been made for the 
market depreciation of Consols, it is probable that the earning 
power of the bank would have been curtailed through loss in 
credit and prestige. Any addition to the earning power is, so to 
speak, accidental and ancillary to the main purpose of provision 
for depreciation, which is to ensure the stability and solvency of 
the bank in time of panic. 

If it is assumed that the depreciation is caused entirely by a 
rise in the market rate of interest, then it may be admitted that 
the profits used to balance the depreciation have permanently 
improved the position of the bank. 

But then depreciation is not always due to a rise in interest. 
In that case, apart from increased earnings which are really only 
deferred profits, it cannot be said that the position of the bank 
is permanently improved by providing for the actual depreciation. 
The position is only restored. 

Suppose a bank buys £100,000 Consols at par, which it gradu- 
ally writes down out of profits until they stand in its books at 
50 per cent. of their face value. Originally the bank had £100,000 
Consols and an income of £2,500. It still holds the £100,000 
Consols, now valued at £50,000, with the original income of 
£2,500, plus whatever it can earn on the £50,000 provided to 
balance the depreciation. Its earnings have increased, but its 
actuarial position is the same as it was when Consols stood at 
par. It may be said that‘there is a potential improvement, on 
the assumption that Consols may recover in the future, in which 
case there will be a surplus. But then there is also a potential 
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deterioration, since Consols may fall further in the future and 


produce a deficit. 


In fine, the position of a bank is determined 


by the actuarial value and not the potential value of its securities 


at any given time. 


Provision for depreciation out of profits does 


not in itself improve permanently the position of the bank. It 
may do so or it may not. It depends on circumstances. 


C. S. Appis 


TURKEY'S FINANCIAL POSITION 


THE following is a summary by Dr. A. Rup) in of the speech 
delivered by the Turkish Finance Minister, Djavid Bey, at the 


beginning of March during the Budget debate. 


(Published in 


the Wirtschaftsdienst of April 18th.) 
The National Debt before the war amounted to £T.150 million 


(Turkish pound = 18s. 3d.). 
£T.180 million, and is now £T.330 million. 


During the war it has increased by 
At 6 per cent. this 


debt requires an annual sum of £T.21.8 million to provide the 


interest. 


The newly contracted debts of £T.180 million con- 


sist of the following individual amounts :— 


(1) 
(2) 
(3) 
(4) 
(5) 


(6) About 


(7) 
About 
(8) 


(9) 
(10) 


(11) About 


Total about £T,180,000,000 


£T.11,500,000 
19,000,000 
27,777,940 
32,000,000 
2,374,000 


25,000,000 


25,000,000 
£T.143,000,000 
10,000,000 


8,383,000 
716,000 


20,000,000 


Gold loan from German Government. 

Loans from German Government in form of a 
transfer of German Treasury Notes to 
cover issue of paper money by Turkish 
Government. 

Loan from German Government for construc: 
tion purposes. 

Loan from German Government for various 
objects : Payment of transport costs on Bag- 
dad and Anatolian Railway (Mk.25 million), 
of interest coupons of Turkish loan in Ger- 
many (Mk.17 million), for purchases of 
goods in Germany (Mk.208 million), for un- 
specified subjects (Mk.250 million). 

Loan from German Government for purchase 
of munitions in Germany. 


Total amount of loans in Germany. 

(Kr.240 million) loan from Austrian Govern- 
ment. 

Unpaid interest coupons of State loans. 

Overdue pay of officials and pensions. 


For requisitions of goods against requisition 
vouchers. 


Debts contracted during the war, 
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The war expenditure, if the loans raised are divided by thirty 
months of the war that have gone by, amount to £T.5 million 
(Mk.91 million) per month. 

Paper money has been issued by the Government in the 
following amounts :— | 
Ist issue ... ... £1T.6,519,000. Redeemed in gold through the Dette 

i Publique Ottomane 6 months after con- 
clusion of peace, covered by German 
gold in the treasuries of the Dette in 
Germany and Austria. 

2nd and 8rd issue 19,000,000. Redeemable in gold the year after con- 

{ clusion of peace through the Dette 

Publique, covered by deposits of Ger- 

; man Treasury Notes with same term 

of redemption. 

4th issue ... ie 27,777,940. Redeemable in gold in equal amounts 
from 8 to 7 years after conclusion of 
peace, covered by deposits of German 
Treasury Notes with same term of re- 
demption. 

5th issue ... 35s 32,000,000. Redeemable in gold from 8 to 11 years 
after conclusion of peace (£T.6 million 
each in 8th and 9th, £T.10 million each 
in 10th and 11th years after peace), 
guaranteed by German Government. 


Total ... ... £T.85,296,940. 


Thus, in twelve years after the conclusion of peace, Djavid 
Bey emphasised, the paper money issued during the war will 
have disappeared from circulation and been replaced by gold. 
The fixing of relatively short terms of redemption, such as have 
been laid down in no other State for paner money, have been 
necessary in the case of Turkey in order to create confidence in 
paper money among the population, who before the war were 
not accustomed to that sort of currency. 

The depreciation of the paper money, the Minister continued, 
which has nevertheless made itself felt in business, has no 
foundation, and is to be attributed to ignorance and dishonest 
speculation among money-changers. The paper money, whose 
redemption within eleven years is guaranteed by the mighty 
German Empire, is not inferior in intrinsic value to gold. It 
is true that a rise in the price of food and other articles is being 
brought about in all countries by an increase in the currency in 
circulation. But this occurs even when instead of paper money 
large quantities of new gold coin come into circulation. Thus 
in the United States, for example, the increased gold imports 
during the war have led to a rise in the prices of all articles, 
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The coins circulating in Turkey he estimated as follows :— 


Total gold coins minted ... ne a an ... £7.68,286,000 

of which there have been gradually transformed into 
ornaments or otherwise withdrawn from circulation ees 28,000,000 
so that there remains available as currency about ... ... £T.40,000,000 

Silver coins minted on re ree ... £T.10,677,000 

Disappeared from slealatiins about ai 2,677,000 
so that there remain in circulation ... a Pee PP 8,000,000 
Nickel and copper coins in circulation, es wee ae 2,000,000 
Total coins ... iti Mee ... £T.50,000,000 


As in all the belligerent States, coins have practically dis- 
appeared from circulation in Turkey, and have been replaced by 
paper money. Since out of the five issues of paper money 
amounting to £T.85,000,000 only £T.46,000,000 have so far 
come into circulation, that is, almost exactly the amount of the 
metal coinage in circulation before the war, there can really be 
no question of the flooding of the market with paper money. 
Only if the total amount of all five issues is brought into circu- 
lation could a rise in the prices of necessaries be justified by the 
increase in available currency. 

Impossibility of Long-term Internal Loans.—It would natur- 
ally have been better if Turkey had been able to cover her 
financial requirements in the same way as other States by long- 
term internal loans and had not been driven exclusively to the 
issue of paper money. ‘But, unfortunately,” said Djavid Bey, 
“our country is not accustomed to internal loans. That we must 
frankly admit. If the Government were to offer an internal 
loan for subscription to-morrow, I do not know what response 
it would receive. Therefore the Government must meet every 
new demand for money by the issue of paper.”’ 

Finance After the War.—An agreement has been concluded 
with the German Government whereby, if the surplus of Tur- 
key’s imports from Germany over the exports to the country in 
from three to seven years after the war reaches £T'.7,200,000, 
and Germany could thus meet her obligation to redeem the paper 
money out of the value of these goods, the German Government 
shall nevertheless be bound to send to Turkey £T.3,500,000 in 
gold for the redemption of the paper money, in order that it 
may replace the latter as currency as soon as possible, at least 
in part. Moreover, the German Government has pledged itself, 
should the import surplus remain below £T.7,200,000, to take 
Turkish paper money up to £T,10,000,000 in exchange for 
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German paper money for the amount of the difference. The 
Turkish Government has thus in its hands a means of main- 
taining Turkish paper money permanently at par with the 
German paper money. Finally, this parity is also guaranteed 
by the provision that should Turkey from three to seven years 
after the war have to pay to Germany in one year more than 
£T.7,200,000-on account of goods exported from the latter, the 
German Government has pledged itself that payment of the 
surplus over £T.7,200,000 up to £T.10,000,000 will be accepted 
in Turkish paper money at par. 

Interest on Redemption and Conversion of the New National 
Debts.—The loans granted by the German Government are, 
so far as they have taken the form of Treasury Notes, free of 
interest ; the other (cash) loans bear 6 per cent. interest. These 
loans must, partly within eight and partly within twelve years 
after the war, be converted into a long-term, interest-bearing 
loan. Up to eight or twelve years after the war, as the case 
may be, Turkey is not required to redeem any part of the loans. 

The Budget for 1333 (1917-18) estimates expenditure at £T.46 
million and revenue at £T.23 million. Djavid Bey, who only 
took over the Finance Ministry after this estimate had been made, 
declared that he could not maintain it, and that the expenditure, 
owing to various items not having been included or having been 
put at too low a figure, would be increased by £T.8 million to 
£T.54 million, while on the other side the revenue would be 
reduced to £T.21 million, so that—without the war expenditure 
—there would be a deficit of £T.33 million. 

New Taxes.—After the war the Budget will probably show 
£T.40-42 million expenditure and £T.30 million revenue. To 
cover the deficit there will be levied a war profits tax and various 
new taxes on consumption. Of the latter those on cigarette 
paper, matches, sugar, playing cards, petroleum, tea, coffee, and 
alcohol may be mentioned; already during the war they have 
been levied on the authority of provisional laws. 


EXTRACTS FROM GERMAN PERIODICALS RELATING TO THE WAR 


From the Finanz Archiv and other German periodicals we 
have pieced together the following account of recent additions to 
imperial taxation in Germany—a statement which does not pur- 
port to be accurate in detail, and must be accepted with some 
reserve. When early in 1916 the ordinary sources of revenue 
showed signs of shrinking while expenditure was increasing, the 
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Government proposed additions to taxation of two kinds: first, 
a quartette of taxes which we might call ordinary, as distin- 
guished from a special war tax. The first class as finally 
arranged consists of new or increased taxes on tobacco, cigarettes, 
etc., postal communications, railway traffic (together with a way- 
bill stamp duty), and the turnover of businesses (a tax of 1 per 
mille on invoices for’ amounts exceeding Mk.3,000, replacing 
receipt stamp duties which were originally proposed). There 
was anticipated (in May, 1916) from these sources a future 
revenue of Mk.650 million (about £32,100,000, taking the mark 
at its pre-war value). The extraordinary war impost was to fall 
on (a) the capital increment of individuals between January Ist, 
1914, and December 31st, 1916, and (b) on the excess profits of 
joint stock companies. This year there has been superadded a 
20 per cent. tax on the value of coal delivered. It has been 
estimated to yield Mk.500 millions. 

Even if we allow Mk.1,000, or 1,300 million for the proceeds 
of the war tax, these sources will be inconsiderable compared 
with the additions to revenue which will be required by Germany 
after the war. This is estimated at Mk.103 milliards (£m.525) 
—of which 74 milliard is for the service of the debt—by Professor 
Jaffé in the Europaische Staats- und Wirtschafts-Zeitung for 
April 14th. The best plan of discharging this burden, he says, 
would be to exact an indemnity from England. If the sub- 
marine campaign attains complete success—which seems not 
merely possible, but even probable—we have the upper hand of 
England just as surely as if our troops were in occupation of 
London, and no false sentiment will prevent us from exacting at 
least one-half of our war expenditure, i.e., Mk.50-60 milliard 
(£m.2,500-3,000), as the price of release from our submarine 
strangle-hold. This sum England both can and will pay. Should 
we not succeed in this, then, with a view to our future military 
and political preparedness, we must endeavour of ourselves to do 
away with at least Mk.30-40 milliard of war indebtedness within 
a few years. A very great increase in the taxation of incomes for 
this purpose would have very undesirable economic and social 
consequences. Instead of taxing annual incomes up to 50 per 
cent. or more, Jaffé proposes to confiscate a corresponding amount 
of property by way of a property tax. The proper procedure 
will be to allow a certain rebate on the tax where payment is 
made in cash or in German Government stock, and in all other 
cases to accept any property which the taxpayer may desire to 
surrender at a valuation equivalent to the common value of the 
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property in question. In the latter case the usual procedure 
would be that the taxed property should remain in the 
hands of the taxpayer and continue to be administered on his 
own account and risk, but that, mortgages in favour of the State, 
with a high annual figure of repayment, should be put on it. Of 
course, the State would have the right to realise these mortgages 
by transferring them to a third party. 

The project of a property tax is discussed in the Plutus 
(February 14th) by Dr. F. Oppenheimer and Dr. Georg Bernhard 
in a dialectical controversy which it is difficult to abstract. We 
select a few specimens. Here is a Ricardian argument as to the 
taxation of articles consumed by the working classes. Before 
the war the income of these classes was already labouring under 
a considerable burden of indirect taxes, not to mention the direct 
ones. Obviously, it would be quite impossible to shift another 
seven and a half milliards on to the consumption of the masses— 
i.e., to confiscate about 40 per cent. of their income. A very large 
proportion of the burden would be immediately shifted back to 
the employers, and would have to be compensated by higher 
wages. Probably the labour market will be very favourable for 
the workers ; you cannot withdraw fifteen to twenty million dead, 
crippled, and sick from the productive labour of Europe with 
impunity. In this case a tax laid on consumption would be trans- 
ferred in its entirety to the employers, and the difference between 
the interest obtained by the capitalists and the amount spent by 
them would, other conditions being equal, be diminished at least 
by as much as it would be by a direct tax on income or wealth. 
With regard to the effect of a property tax on the amount of liquid 
capital available for the uses of private enterprise, Dr. Bernhard 
is of opinion that the whole of the capital which is paid out as 
property tax is withdrawn from such uses. But Dr. Oppenheimer 
argues as follows :—If the State takes from A a portion of his 
liquid capital in the shape of a tax, it immediately places the 
same amount at the disposal of B through buying back State 
loans from him, B will find no better employment for it than to 
put it at A’s disposal, and A at least suffers no disadvantage from 
this process. He now pays to B as interest what otherwise he 
would have to pay as taxes, either directly in the shape of a tax 
on wealth or industry, or indirectly as higher pay to his work- 
people. A more serious objection to a heavy property tax, thinks 
Dr. Oppenheimer, is the lack of conscience on the part of the 
taxpayer (der schlechte Steuermoral). A tax of 4 per cent. on 
wealth might be carried through even if only paid by the honest 
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people and not by the shirkers. But is it impossible to impose a 
tax which may rise to 35 per cent., or even to 50 per cent., of a 
man’s possessions, unless there is absolute certainty that full and 
unreserved returns will be handed in of all possessions in the 
shape of land, manufactures, or business, in town or country, 
fioating or fixed? Is there is but a suspicion of unfairness, discord 
will be engendered in the country. The two authorities differ as 
to the probable level of prices after the war: whether subscribers 
to the war loans when they are repaid will receive more or less 
than they lent in purchasing power. 

Another subject which engages the attention of our German 
economic contemporaries is the condition of trade after the war. 
The views of the sagacious Professor Eulenberg (in the Welt- 
handel, June 8th) deserve to be reproduced at length. 

All nations, observes Dr. Eulenberg, live on foreign products, 
and Germany is no exception to the rule. We have to import a 
great part of our foodstuffs and raw materials from oversea 
countries, and it will not be possible to make any reductions in 
this importation. Before the war we required Mk.2} milliards 
worth of foodstuffs and about 44 milliards of raw materials. Even 
if some items of this importation could be replaced by substitutes 
procured in our own land, yet as soon as we tried to produce these 
substitutes in any considerable quantities we should be faced 
with the necessity of importing the raw material required for 
them. Hence a real independence of foreign and especially over- 
sea imports of raw materials is out of the question. At the same 
time there will no doubt be changes in our relations to the over- 
sea countries with which we exchange commodities, and it 
remains to be seen what precise form our facilities for procuring 
imports will take, and what political obstacles are likely to stand 
in the way of an exchange of commodities. 

With regard to supplies after war, we shall certainly be faced 
with a shortage of cotton. Cotton cultivation has declined in 
the Southern States of the Union, largely because the labourers 
have migrated into the munitions industry. Besides this, the 
Americans are evincing a growing desire to work up their cotton 
in their own country. America’s place might possibly be taken 
by the Euphrates and Tigris region, but here, too, there is a 
difficulty in procuring labour, so that these countries can hardly 
be reckoned on as an alternative source for the cotton supply. 
In wool production Argentina will play a greater part than for- 
merly, as the monopoly of Australia is apparently broken. As 
regards wood, all countries have been felling timber wastefully 
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during the war. Supplies might possibly be obtained from 
Canada, but the lack of cargo-space will be an obstacle. In the 
matter of jute there will probably be no great dislocations, while 
such as occur in regard to silk will be in favour of Japan. China 
will perhaps be in future an important source for coal; but it 
should be borne in mind that petroleum, which has been tapped 
in large quaritities in Mexico, Chili, Peru, Mesopotamia, and 
Eastern Asia, is going to be enormously used for motive power. 
Germany need fear no scarcity in coal and iron. It must not be 
forgotten, however, that raw materials cannot be produced with- 
out labour, and of this there will be a shortage. The European 
labouring population has lost nearly ten millions through death 
and disablement due to the war—mostly men between twenty and 
thirty-five years old—and this fact seems to preclude any renewed 
migration of workers from the Old to the New World on a large 
scale after the war. Thus the possibilities of development in the 
United States are limited, as the cultivation of cotton, maize, 
wheat, etc., on a large scale is impossible without an adequate 
supply of labour. Thus through lack of labour the United States 
will not be able to take full advantage of the great opportunities 
for expansion which their capital and natural resources afford. 
India and China, it is true, are great reservoirs of labour, but, as 
is well known, the United States themselves have for many years 
erected barriers against immigration from this quarter. 

Coming to the question of capital, Eulenberg shows what 
great transformations the war has effected in this respect. Eng- 
land, which used to have a surplus of Mk.8 milliards every year 
on her pay balance, will no longer be in so favourable a position, 
and, like Austria-Hungary, the Balkans, Asia Minor, South 
America and the other belligerent countries, will require capital. 
As the countries which have hitherto supplied money will no 
longer be able to provide the required sums, the United States 
and the neutral countries will have to assume the réle of 
financiers, though they will never be able to come up to the level 
of France and England in this respect. The transport question 
will also be an important one; the destruction of tonnage by 
Germany will in the end react upon her own economic position as 
well as that of her enemies. As regards the completion of Ger- 
many’s waterways, it should be borne in mind that this will 
require a considerable time yet. In all countries the pace of 
material development will be much lower than it used to be. 

Eulenberg next turns to the question of the “war after the 
war,’’ and asserts that from an economic point of view the acces- 
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sion of America to the ranks of Germany’s enemies was by no 
means to be disregarded. It made the “war after the war” a 
genuine danger and a possibility to be reckoned with, as there 
was now a chance of an attempt being made to withhold from 
Germany the raw materials which she requires. Still, there would 
be great difficulties in the way of carrying out such measures. To 
begin with, it was absolutely necessary for England’s colonies to 
export their products, if only to meet their interest on indebted- 
ness. This export of raw materials would after the war again 
find its way to Germany, as there were limits to the absorbing 
capacities of her opponents. Then, too, all the belligerents would 
be so eager to obtain goods, at any rate for the first three to five 
years after the war, that people would not inquire where they came 
from, but would be only too glad to get them in any way they 
could. By that time national hatred would probably have cooled 
down considerably. Further, Germany would be indispensable 
as a producer, since the producing capacity of the enemy States 
was limited, and they would be unable to manufacture articles 
which they had hitherto procured from Germany without neg- 
lecting special lines of their own. The competition of Scan- 
dinavia and Switzerland would scarcely be felt by Germany. On 
the other hand, the competition of England was likely to be more 
keen, as this country during the war had made great strides in 
scientific method and organisation. The United States, whose 
entry into the war was from a purely economic point of view 
undoubtedly a mistake, would not be able to injure Germany’s 
export trade seriously, as they would be short of labour, and besides 
this they would have to satisfy the demand of the Entente coun- 
tries for goods. As regards the formation of an economic ring 
round the Central Powers after the war, this would be rendered 
impossible by the protectionist schemes of England and her 
colonies—for it might be safely assumed that England would 
become protectionist after the war. Germany was in the for- 
tunate position of being able to export immediately after the war 
a number of raw materials and manufactures, like coal, potash, 
chemicals, sugar, iron, and machinery, which were likely to be 
taken up in the first place by her European neighbours, to a 
lesser extent by the Balkans and Asia Minor, but in large quanti- 
ties by Central and South America. There would, of course, be 
problems of capital and credit, especially the granting of credit. 
France, which had not an increasing population like Germany and 
England, which hitherto had not practised an intensive economy, 
had been in a position to disburse large capital sums for under- 
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takings abroad, while Germany, in consequence or her intensive 
economic system, had no great surplus of capital for sending 
abroad. All the same, Germany had from Mk.20 to Mk.30 milliards 
abroad, a considerable part of which had doubtless been got rid 
of during the war. Though part of the missing capital could be 
replaced by credit, yet Germany’s chief investments in foreign 
enterprises would in the future have to consist of German science, 
energy, and industry. 

The views of Dr. Wilhelm Dyes (in the Deutsche Politik of 
June 22nd) as to the supply of raw material after the war are not 
more sanguine. Before the war, he writes, we drew supplies of raw 
material from the lands of all the Powers. We have to count on 
the fact that a large proportion of this raw material has now been 
made over by contract to others, and that already all sorts of new 
works have been established during the prolonged period of war in 
order to undertake the manufactures which had hitherto been 
carried out in Germany. In every domain of raw material 
requirements we must consider how far we can in the period 
following the end of the war continue to dispense entirely, or 
for the greatest part, with supplies from abroad, and how and 
where we can provide for ourselves in time of peace independently 
of our enemies, so that we can enter into further competition 
with them. The maxim of our economic opponents is to manu- 
facture their own raw materials, while we have hitherto worked 
up raw materials obtained from them. If we are dependent on 
our economic opponents for supplies of our raw materials, it will 
in many cases be impossible to compete favourably in the world- 
market with those who hold in their own hands the output of 
goods from the raw material up to the finished article. Restric- 
tion of consumption is Dr. Dyes’ principal remedy, with regard 
to the textile industries at least. The longer we restrict our own 
consumption, the more will our output be in demand. The more 
rapidly and greedily we again seek to obtain foreign raw material, 
he says, the more will the enemy and neutral countries exploit us. 
For our entire national economic system it is extraordinarily im- 
portant that this restriction of consumption and the strict regula- 
tion of the importation of raw material should be carried out until 
there is a slump on the international market, or at least normal 
prices make their appearance. 

The bearing of the Paris Conference on German trade is dis- 
cussed by Dr. Robert Jannasch (in the Export, April 3rd, May 
1st, and May 29th) under the heading ‘England’s Trade Menace 
after the War.” Dr. Jannasch is not much afraid of France. 
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The importance of France as a large market for German exports is 
likely to be diminished after the war. Moreover, her protective 
policy is so closely intertwined, not only with all her economic 
but also with all her political and fiscal institutions, that it is 
doubtless bound to make itself felt against her Allies also, in spite 
of all the hostility towards Germany; militating to this extent 
against an economic union extending beyond the war. Whether 
France joined a hostile economic union or not, therefore, can only 
be of minor importance as regards Germany’s measures in 
the domain of commercial policy. Italy, in the interests of her 
transit trade, is bound to maintain commercial relations with Ger- 
many and Austria. She is bound to treat Germany as well as 
she does other countries if she wishes to avoid the withdrawal of 
considerable amounts of German capital which are invested in 
Italian undertakings of all kinds. Further, if hostile relations 
continued, the crowds of German tourists would shun Italy and 
betake themselves instead to Spain, and also by the cheap and 
convenient sea and river routes to the East, which would result 
in a notable loss of income to Italy that would not be made up 
by the influx of either English or American tourists, and still 
less by that of the French, who are by no means fond of travel. 
With regard to Russia, Dr. Jannasch thus concludes a long 
inquiry in which he reviews the pre-war commercial relations 
between Germany and Russia :—For the development of Russia a 
strong German market is absolutely essential. Her economic 
réle for years to come will be the output of natural products of 
all kinds. For Germany and her allies who are at the gates of 
Russia the latter presents an economic hinterland in which they 
must try to meet successfully all other competition. If Russia 
does not join the economic union of our enemies, says Dr. 
Jannasch, we ought, in the interests of our mission to open up 
Russia, to take up a conciliatory attitude towards her in future 
commercial treaties. Then, as before the war, we shall occupy 
the leading position in trade with Russia. But, promising as all 
this may sound, our experiences with the Entente and 
especially with Russia, compel us to be distrustful and 
circumspect. If, in spite of everything, Russia after the 
war joins the economic union of our foes which aims 
at our ruin, whether she leaves it later or not, we must 
remember that the Baltic and the Arctic are icebound for seven 
months of the year, and the Black Sea ports for several months. 
The land route vid Tornea, Sweden, and Norway to Narvik on 
the Atlantic is too long and costly to be used for the enormous 
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quantities of bulk goods involved in Russian exports and imports. 
But the Dardanelles are in the possession of our ally, Thus we 
actually control the routes to and from Russia. Why should we 
fail to employ this weapon when it is a matter of life and death to 
us? In case of necessity we should have to do it. 

With regard to the United States of America, Dr. Jannasch 
holds that for several years to come it will be impossible to find 
even a partial substitute for American cotton. We will have to 
buy there, he says, whether we like it or not. If the U.S., owing 
to the hostile feelings engendered by the war, should be inclined 
to differentiate against Germany in the sale or export of cotton, 
we must resist by every means in our power, even declaring a 
tariff war if necessary. In that case we should be forced to take 
similar measures on our side, which would hinder or render more 
difficult the German export of chemicals, dyes, potash, and other 
valuable raw materials and manufactures, which are of 
importance for the American market. Higher duties might 
also be imposed on a number of North American industrial 
articles. The demand for potash will be very strong in North 
America immediately after the war, and Germany will have in 
this an excellent counter for bargaining with in kind—so much 
potash against so much cotton. The writer thus sums up :—We 
shall have to combat America much more even than England, 
not only in their own markets, but also in those of foreign Powers. 
This must be effected not only by commercial agreements, but 
also by organising our capital resources on a large scale, and sup- 
porting them by our political measures and diplomacy—a process 
in which we may well take England and America for our models. 
The whole course of the war has shown how, by the skilful 
organisation of economic interests, Great Britain has increased 
her influence against Germany in the most astonishing manner. 
Such a policy will put us in the best position to combat the 
Americans, more especially in the hotly contested field of South 
America. Political influence can only be won by economic means, 
and considering the numerous ties by which Brazil’s interests in 
particular, with her coffee export, are linked to those of Germany, 
the German money which has been advanced to her and the 
commercial credit which she obtains from Germany in far greater 
measure than from England and North America, there is no 
doubt that in future we must be able to prevent such differential 
tariffs as have been granted in the past in favour of North Ameri- 
can goods. That we should ever have received such treatment 
shows that we have never known how to make the best of our 
position for our commercial policy. } ee: ie 
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RECENT OFFICIAL PAPERS. 


Final Report of the Royal Commission on the Natural Resources, 
Trade, and Legislation of Certain Portions of His Majesty’s 
Dominions. [Cd. 8462.] 1917. 2s. 6d. 


A MAGNIFICENT end cfowns a work which has occupied four 
years and filled some eighteen volumes. The splendour of the 
theme has evoked a style more ornate than is usual in Blue Books. 
Witness the description of an imaginary traveller’s course from 
West to East Canada: “First he will traverse hundreds of miles 
of wild scenery that is among the finest in the world, threading his 
way through successive mountain ranges with ice-capped peaks 
and sides clothed with forest, skirting and crossing rushing rivers 
and still lakes, and turning aside perhaps to visit valleys of 
fertile farming and fruit lands, or mining camps where the ores 
of the Province are being extracted with energy and success... .” 
Virgil had not so inspiring a theme when he dilated upon the 
natural resources of Italy, her lakes and rivers, and “argenti rivos 
cerisque metalla.” Literary charm has not banished statistical 
precision ; of which a specimen only can be instanced here. The 
“women of ages suitable for migration” (to the Dominions), 
“with no statistical prospect of marriage in this country” are 
shown (in the light of Dr. Snow’s calculations) to be much less 
numerous than appears from the bare fact that there are 1,329,000 
more females than males in the United Kingdom. The Report 
concludes with practical recommendations, including the creation 
of an Imperial Development Board having among its functions to 
devise means in the direction of Empire capital towards the 
development of Empire resources and to promote migration with 
a view to securing a sufficiency of population in all parts of the 
Empire. 


Census of England and Wales, 1911. General Report with 
Appendices. [Cd. 8491.] 1917. 


THE information presented in some twelve preceding volumes 
is here summarised, under the heads of Population (of which 
the decennial increase from 1901 to 1911, viz., 10°89 per cent., 
is the lowest on record); Sexes, Ages, and Condition as to Mar- 
riage (showing a diminished proportion of young children) ; 
Occupations (in the statistics of which some improvements are 


noticeable) ; and other main headings. 
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Health of Munition Workers Committee. Interim Report. In- 
dustrial Efficiency and Fatigue. [Cd. 8511.] 1917. 1s. 3d. 


Part I. comprises five “Industrial and Statistical Studies,” 
of which two have already appeared as “Memoranda.” In the 
first study industrial fatigue is shown to be an affair of nerves 
rather than.muscles, analogous, not to the running down of the 
weight in a clock, but to the clogging of the wheels by dirt. 
It is deduced that output may be increased by a proper rhythm 
between spells of work and rest. ‘‘Under wrong conditions of 
work, with excessive overtime, it is to be expected that some 
deliberate ‘ slacking’ of the workers might actually give an im- 
provement of output over a period of some length by sparing 
wasteful fatigue, just as the ‘nursing’ of a boat-crew over part 
of a long course may improve their performance.” Dr. Vernon, 
in the second study, points this reasoning by the conclusion that 
“in order to obtain a maximum output women engaged in 
moderately heavy manual labour should not work for more than 
sixty hours per week.” So men, and still more boys, were found 
to produce more when the hours of labour were shortened. Under 
the head of the comparative efficiencies of day work and night 
work it is shown that ‘“‘discontinuous” night work, that in which 
the employees pass into the night shift every other week or so, 
is productive of more output than the “continuous” system. Of 
special interest to the economist is the study on incentives to 
work with special reference to wages. E.g., “A scale of wages 
which renders it possible for the wage-earners to obtain too 
easily all the money which their social aspirations demand fails 
to provide an adequate incentive.” ‘Hours of labour, which 
give but little chance of spending the wages earned, diminish 
the incentive to earn more money.” In an Appendix different 
schemes of remuneration which have been proposed in connection 
with “scientific management ” are exhibited more mathematico. 

Part II. consists of “Medical Studies” on the health and 
physical condition of munition workers, male and female. 


Review of the Trade of India in 1915-16. [Cd. 8564.] Qs. 


THE annual report issued by the Indian Government and re- 
published as a Parliamentary Blue Book. “The abnormal condi- 
tions that have prevailed in trade since the war-cloud broke have 
deepened the growing conviction (1) that the country is far too 
dependent upon its export of raw products, and (2) that these 
should be utilised to a much greater extent for industrial processes 
within India itself.” 
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Annual Report of the Chief Inspector of Factories and Work- 
shops for the Year 1916. [Cd. 8570.] 2d. 


THERE is included a special report by the principal Lady In- 
spector on the effect of the second year of war on the industrial 
employment of women and girls. Miss Anderson notes that 
shortage of supply appears mainly in women’s own industries, 
through persistence of low pre-war standards of wages and welfare. 
In one country district a large paper mill was able to get all the 
women’s labour it needed by arranging a half-time system for 
married women with excellent conditions in the works, and 
extension of this method in other districts will probably increase 
the available supply, should that be needed, of women’s labour. 
As to the effect of heavy work on health there are no complaints. 
“On the contrary, it is our invariable experience in all outdoor 
labouring to find health and appetite greatly improved by work in 
the open air.” As to the length of hours, the experience of war 
emergency work, far from making employers in love with extended 
hours, seems to be producing a contrary effect, and bringing about 
a sense of the importance of so limiting the period of employment 
as not to produce any feeling of exhaustion or even of marked 
fatigue. As regards alternative arrangement of shifts, the three 
8-hour shift method does not make much progress for various rea- 
sons, and as the double 12-hour shift method which remains the pre- 
dominent one is often felt to be over heavy, one is glad to see 
cases increasing of the shortened 10-hour day and night. 


Reconstruction Committee, Subcommittee on Relations between 
Employers and Employed. Interim Report on Joint Standing 
Industrial Councils. [Cd. 8606.] 1917. 1d. 


THis Report is confined to the main industries of the country 
in which there exist representative organisations on both sides. 
There is recommended the formation of Standing Industrial 
Councils in the several industries, composed of representatives 
of employers and employed. There should be also (a) District 
Councils representing the Trade Unions and Employers’ Asso- 
cations in the industry, and (b) Works Committees representing 
the management and employees in particular works. It is desired 
to “secure co-operation by granting to workpeople a greater 
share in the consideration of matters affecting their industry.’’ 
The Subcommittee express the opinion that adequate organisation 
between employers and employed is an essential condition of 
improvement in their mutual relations. F. Y. E. 
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Tur TEACHING OF ECONOMICS IN GERMANY AFTER THE WAR 


A GoopD number of Chairs in Economics in Germany are vacant 
at present. The last of the famous German economists to with- 
draw from academic life is Kar] Biicher, who has been teaching 
at Leipzig Since 1892. Born on February 16th, 1847, Biicher, 
at the end of his university course, became a schoolmaster. After 
seven years in the profession he left it in 1878 to join the Frank- 
furter Zeitung as City Editor, a position he held for two years. 
In 1881 he became a lecturer at the University of Munich, going 
from there successively in 1882 ‘to Dorpat, in 1883 to Basel, in 
1890 to Karlsruhe, and settling down in Leipzig two years later. 
Like Schmoller, Wagner, and Brentano, he attracted numerous 
students, and the learning of the man was undoubtedly pheno- 
menal. He wrote many books, and it is not too much to say 
that Die Enstehung der Volkswirtschaft will remain a classic. 
Biicher is the Editor of the Zeitschrift fiir die gesammte Staats- 
wissenschaft. 

Brentano, of Munich, like Wagner, of Berlin, has aiso retired 
from academic life on account of advancing age ; Schmollerisdead ; 
and of the newer men several, like Wenckstern, of Breslau, have 
been killed. 

The moment seems opportune, therefore, for reviewing 
economic teaching at the German universities, especially as one 
of the effects of the war has been to bring that teaching under 
searching critic:sm. The economic reconstruction of the national 
life on the war basis was the work, not of the professors, but of the 
“practical”? men. The provision of the supply of raw materials 
for the German army, for instance, with its embargo and price 
regulation, is associated with the name of Walter Rathenau, the 
chairman of the Allgemeine Elektricitéits Gesellschaft. The pro- 
fessors are associated with the slaughter of the pigs, which has 
brought them into bad odour. 

Public opinion in Germany seems hardening in favour of 
making the study of economics more practical. The historical 
school is said to have had its day, though due appreciation is 
given to its achievements. It was mainly responsible for the 
Verein fiir Sozialpolitik, and this in turn gave an impetus to social 
legislation in Germany. But the demands of the future are 
different. The war itself and its experiences will have affected 
men’s outlook. Many economists have acted in an advisory 
capacity for the numerous war organisations, like the Imperial 
Corn Office, the Central Purchasing Company, and the War Food 
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Office. They have come into close contact with the realities of 
life, and their teaching is bound to tend more in the direction 
of practical problems than of mere theory. That is all to the 
good. But more must be done, and in many quarters the demand 
is made that business men should take part in economic teaching 
at the universities. 

It is held that this will be of great advantage to the student. 
But lectures alone will not suffice. In the pre-war days economic 
courses at the German universities included regular visits to fac- 
tories or great business houses. These are now regarded as pic- 
nics. What is wanted is that a student, before proceeding to a 
degree, should spend, say, a year working in a bank, a great indus- 
trial concern, or a Chamber of Commerce. 

It is also suggested that there should be more division of 
labour in economic teaching. At many a large German university 
at present one man is responsible for economic theory, history, 
descriptive economics, and finance, to say nothing of statistics, and 
the history of economic doctrines. There must be more specialisa- 
tion in future. It remains to be seen, however, whether the 
Federal States will be in a position to afford this luxury. 

Judging, however, from the policy of the authorities at the 
University of Berlin, it would seem as though an effort is being 
made to satisfy the demand both for greater division of labour 
and for more “‘ practical’’ men. Instead of appointing one suc- 
cessor to Wagner, the Prussian Education Department has given 
a call to two men—Sombart and Schumacher. Wagner taught 
economic theory and public finance; the intention now is that 
Sombart should be responsible for the former and Schumacher 
for the latter. 

Werner Sombart is undoubtedly one of the most striking 
personalities in the academic world of Germany. Hasty in judg- 
ment, omnivorous in his reading, a brilliant lecturer and a ready 
writer, Sombart has won popular fame perhaps more than any 
other German economist. On the other hand, scholars have looked 
somewhat askance at his works as lacking depth and balance. 
The new Professor at Berlin, who is in his fifty-fourth year, 
is a pupil of Schmoller and Wagner; from 1890 to 1906 he was 
extraordinary professor of Economics at Breslau, and since 1906 
he has been lecturing at the Berlin Commercial College (Handels- 
hochschule). It is significant that although he attracted to Breslau 
crowds of students {rom all parts of Germany, he did not obtain 
a full professorship. The ordinary professor of Economics during 
the two years the present. writer worked under Sombart was 
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Julius Wolf, and while a tiny class-room sufficed for his lectures, 
Sombart’s audiences filled the great hall. But then Sombart 
was not persona grata with the authorities. He coquetted with 
Socialism, and among German professors was perhaps the fore- 
most authority on Karl Marx. Sick of waiting for promotion at 
Breslau, he accepted the call to the Berlin Commercial 
College, an- institution not under the Prussian Ministry of 
Education but governed by the Berlin Merchants’ Guild. 
He hoped also that residence in the capital would facilitate 
his joining the staff of the University in the humble capacity of 
Private Lecturer. But a dead set was made against him by the 
faculty, and nothing came of the scheme. Now, such is the 
whirligig of time, this academic rebel is raised to a place of 
honour as one of the successors to Wagner. 

Berlin thus has five ordinary chairs of Economics, but the 
occupants are more or less specialists in one or other branch of the 
subject. Sering, the senior professor, is interested mainly in 
agricultural problems; Herkner, Schmoller’s successor, inclines 
more and more to social questions; Ludwig Bernhard, whose 
appointment was bitterly opposed by the other economists, is still 
young and can scarcely be said to have made his mark in any 
particular direction, his strength lying in his wonderful capacity 
as a teacher; and Sombart’s new colleague, Schumacher, is a 
financial specialist. Of all the five, therefore, Sombart is the most 
all-round man, and to him will fall the lot of specialising in 
general economic theory. 

Sombart’s main study is the theory and history of capitalism, 
and the recently published revised issue of his magnum opus, 
Der moderne Kapitalismus, is a monument of learning. While 
prosecuting his principal researches, Sombart was led into side 
tracks, and what he has achieved there may be seen in his books on 
Socialism, on the Jews and capitalism, and on the nature of 
modern enterprise (all three are available in English). His 
survey of the economic development of Germany during the 
nineteenth century is a good illustration of his ability to present 
scientific facts in an attractive, popular form. The one blot on 
his literary career is his war book (Handler und Helden) 
which was noticed in the Economic JouRNAL for December, 1915 
(p. 604), and which can only be explained by supposing. that the 
war must have warped the judgment of a good many sensible men 
in Germany. . 

Hermann Albert Schumacher, who will be mainly responsible 
for Public Finance at Berlin, was born in 1868, has travelled in 
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the United States, was for a time a Civil servant both in Prussian 
and Imperial departments, specialising in financial administration, 
became Professor of Economics at Kiel in 1899, and moved to 
Bonn two years later. Schumacher has given private tuition in 
Economics to the princes of the Prussian royal house, and his high 
connections have long marked him out for promotion. But he 
is more at home in the practical side of finance, and can hardly 
be compared with Wagner for his knowledge of theory. This very 
characteristic is, however, in accord with the new spirit in econo- 
mic teaching in Germany, and there is little doubt that when, after 
the war, the Imperial, State and municipal finances of that country 
are overhauled, Schumacher will have a hand in the work of 
reform. 
M. EPSTEIN 





OBITUARY 
GUSTAVE SCHMOLLER. 


GusTAv SCHMOLLER died at Bad Harzburg quite unexpectedly 
on June 27th, 1917, on the threshold of his eightieth year. He 
was born at Heilbronn, on June 24th, 1838, of a well-to-do family 
which for generations had been Civil servants; studied history 
and economics at Tiibingen; and at the age of twenty-seven 
became a full-blown professor of political economy at the Univer- 
sity of Halle (1865), where he worked for seven years. When 
after the Franco-German war the conquered provinces were pro- 
vided with a German university, with its seat at Strassburg, 
Schmoller was one of the band of distinguished young scholars 
who were sent thither. He was at Strassburg from 1872 to 1882, 
when he received a call to Berlin to occupy the principal chair 
in economics at the university, rendered vacant by the accidental 
death of Adolf Held. Here Schmoller taught until 1913, when 
he retired from the University, being succeeded by Heinrich 
Herkner, one of his own pupils. 

Schmoller’s career was marked by well nigh every honour 
that was open to a scholar and university teacher. He became 
member of the Prussian Council of State in 1884, member of the 
Prussian Academy of Science in 1887, member of the Prussian 
Upper House as representative of the University of Berlin in 
1899, and in the same year the order Pour le mérite was conferred 
upon him. He was corresponding member of numerous learned 
bodies in many countries, and more than one foreign university 
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made him an honorary graduate. In 1897 he was Rector at 
Berlin. 

It will be generally admitted that Schmoller deservedly won 
universal fame as an economist, and more especially as the man 
who, carrying on the work of Hildebrand, Knies and Roscher, 
gave the Historical school a well defined character of its own. 
The English classical economists did not appeal to Schmoller’s 
mind, which was essentially realistic, abhorring all dogma and 
theory and caring only for facts. Unlike his colleague Wagner, 
who sought to improve upon the classical writers, amending 
their premisses, reconsidering their results in the light of further 
experience, but retaining their method, Schmoller threw both 
method and doctrines overboard, and devoted himself to the 
searching out of the development of economic phenomena, making 
Economics an inductive science. He thus became an historian 
as well as an economist, and one need only turn to his numerous 
writings to see how well he blended history and economics. 

Foremost among his work must be placed his general survey 
of the whole field of political economy (Grundriss der Allge- 
meinen Volkswirtschaftslehre) in two volumes, wherein sound 
scholarship, wide reading, mature judgment and a fine style com- 
bine to produce a book which, in German-speaking countries at 
any rate, is regarded as a classic. Schmoller’s special studies are 
equally famous. His researches into medieval industry and 
Prussian administration were fruitful of results that stamp their 
author as a scholar of the first rank. As for his articles, reviews 
and pamphlets, their name is legion. Indeed, his studies absorbed 
him completely, to the exclusion of all things else. He had no 
hobbies; he cared not for plays, concerts or pictures; and on 
his holidays away from home he recuperated by reading and 
reviewing the newest literature on economics. He was not merely 
the editor of his famous Jahrbuch (first published in 1881), one 
of the best German economic quarterlies: he was also one of 
its most prolific contributors. Moreover, he possessed that rare 
gift of being able to spur on others to co-operate with him. 
The series of studies which bears his name (‘‘ Staats- und Sozial- 
wissenschaftliche Forschungen”) contains volumes by almost 
all of his more distinguished pupils. They were first issued in 
1878. Together with Hintze, a colleague at Berlin, Schmoller 
was also responsible for the “‘ Acta Borussica,’’ Prussian state 
papers of the eighteenth century. Be it noted, by the way, that 
in 1887 Schmoller was appointed Historiographer of Branden- 


burg. 
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As a teacher his influence was immense. Not a State 
functionary in Germany to-day, between the ages of thirty and 
sixty, but received his training either directly or indirectly from 
Schmoller. We say indirectly also, because through Schmoller’s 
influence, almost every chair of Economics in the Empire was 
filled by one of his pupils. Indeed, Schmoller came to be called 
the ‘‘ Professor maker,’’ and in part this achievement was due 
to the fact that for a long series of years the head of the depart- 
ment at the Prussian Ministry of Education which dealt with 
appointments to professorships was a particular friend of his. 
It is only fair to add that latterly his influence declined, and the 
younger generation of German academic teachers of Economics 
are turning once more to Adam Smith, Ricardo and Mill, and 
giving their support to the marginal theory of value. 

In another direction, too, Schmoller exercised great influence 
on his generation. If, before the war, Germany was foremost in 
social legislation, that was due in the main to the efforts of 
Schmoller and his friend Wagner, both of whom were instru- 
mental in establishing the Verein fiir Sozialpolitik, in the year 
1872. Schmoller was in no sense a socialist; the nickname 
‘‘ Socialist of the Chair,’’ which was first attached to him, has 
come to indicate an attitude to social problems which may be 
said to be common everywhere in Western Europe and America. 
This demands that provision should be made for the health, 
unemployment and old age insurance of the workers; it sets 
narrow bounds to the policy of laissez-faire; it holds that while 
wealth-getting is legitimate, the wealth-getters owe certain duties 
to society, and the State must see to it that the duties are carried 
out. That these views spread far and wide is due to the in- 
fluence of Schmoller and of the men who gathered round him, 
mostly academic teachers of economics. The result was not 
achieved without a struggle, and many an essay in Schmoller’s 
writings bears testimony to his constant advocacy of these views, 
especially against Treitschke, who held that social injustice was 
historically right. And withal, Schmoller was a conservative for 
whom Prussia is the ideal state. 

Temperamentally Schmoller was calm, judicial and slow of 
speech. He seemed to weigh every word. One cannot help con- 
trasting him with Wagner, who was like a cataract, whose words 
came fast and impassioned, carrying his audience along by their 
vigour. Schmoller, on the other hand, was like a judge on the 
bench. At his lectures he considered every aspect of the problem 
before him, proceeding step by step and convincing by the 
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completeness of his treatment. In his class-room he always sat at 
his desk, and his features were scarcely ever at rest. Both when 
lecturing and conversing a pleasant, winning smile lit up his coun- 
tenance. To the last day he spoke with the quaint Swabian accent 
of his birthplace, so different from the German of the Berliners. 
Possibly his deliberate manner was the result of the same 
characteristics which made him ever ready for compromise and 
filled him with a tolerance for those who differed from him, 
whether his own pupils or his opponents. The war, however, 
must have warped his judgment. We could scarcely believe 
our eyes when some months ago we read in a German paper 
that Schmoller had given it as his view that one of the results 
of the war would be that England would seize Calais! For 
Schmoller, the man who was most careful in his judgments, 
this is indeed an astonishing prophecy. Fortunately it will not 
undermine his position as a scholar, and even English economists 
can afford to smile ‘at this lapse, considering what Schmoller has 
done for economics. The inherent excellence of his many writ- 
ings is such that in every country they will long be held in high 
esteem. M. EPSTEIN 


EUGEN VON PHILIPPOVICH. 


On June 6th, 1917, Eugen von Philippovich died in Vienna, 
where he was born on March 15th, 1858. A teacher and economist 
of great eminence, Philippovich had but few landmarks in a 
career that must be written down as uneventful. After his student 
days at Prague and Vienna, he came to England on a visit of 
research, the fruits of which appeared in Die Bank von England 
im Dienste der Finanzverwaltung (1885). In 1884 he joined 
the teaching body of the Vienna University, proceeding to 
Freiburg in Breisgau as Professor of Economics in 1885, and 
returning to Vienna again in 1893 to occupy the chair of Econo- 
mics and Finance. He had been for many years the Austrian 
correspondent of the Royal Economic Society. 

For close on a quarter of a century he taught economics in 
the Austrian capital, striving always to arrive at a mean between 
Menger’s extreme speculation, as illustrated in his theory of mar- 
ginal utility, and the German historical school, which claimed 
Philippovich as one of its prophets. It is this attempt to bridge 
the gulf between the two schools of thought that makes his 
Grundriss der politischen Okonomie (1901) so excellent a 
work, though it should be added that it inclines somewhat towards 
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the practical. His book on the scope and method of political 
economy—Uber Aufgabe und Methode der politischen Okonomie 
(1886)—and his Wirtschaftlicher Fortschritt und Kulturent- 
wicklung (1892) are likewise well known. 

Philippovich was also something of a politician, but men with 
his pure motives and genuine interest in the public weal find 
little scope in Austria, where politics are monopolised by loud- 
mouthed mediocrities or schemers without principles. His career 
as a politician was somewhat brief. He was elected to the Diet 
of Lower Austria in 1895, only to be defeated (by Dr. Weiss- 
kirchner, the present Senior Burgomaster of Vienna) in 1897. 
Philippovich, who hated reaction and abhorred class conflicts, 
was a good friend of the working classes, for whom, in the spirit 
of the Verein fiir Sozialpolitik, he advocated reasonable con- 
ditions of life and labour. The working classes in their turn 
showed confidence in him, and he was often chosen as arbitrator 
in industrial disputes. It is significant of Austrian public life 
during the last three years that though Philippovich was a 
member of the Austrian Upper Chamber, his criticism of the 
Stiirgkh administration was not allowed to appear in Austria, and 
Philippovich had to seek the hospitality of the German press for 
the purpose. 

Philippovich was essentially a scholar, and a large number 
of the present generation of officials in Austria owe their economic 
training to him. But he was never able to establish a living 
economic seminar at Vienna, principally, it was said, because of 
the proverbially lackadaisical character of the Austrian students. 
It is no secret that Philippovich would have welcomed a call to 
Berlin, where, there can be little doubt, his scholarship would 
have found more appreciation, and his life greater success. 

M. EPSTEIN. 





CuRRENT Topics. 


Mr. Henry Hicaes, C.B., has accepted the Newmarch Lecture- 
ship for another year, and will give six lectures in November and 
December of this year, at University College, London, on the 
application of Statistics and Economics to some unsettled problems 
of Society. We trust that these lectures may be embodied in a 
form blending utile dulci as happily as the volume above reviewed, 
which contains the preceding set of lectures. 





THE following letter explains itself. The number of signa- 
tories would have been much larger if all those who, as contri- 
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butors to Palgrave’s Dictionary, were brought into friendly rela- 
tions with the editor had been invited to add their signatures. 
If all who have derived benefit from the use of that work could 
have been invited, the number might indeed have been indefinitely 
increased. 

June 7th, 1917. 
Dear Sir INGLIs PALGRAVE, 

We learn that the eleventh of June will be the ninetieth 
anniversary of your birth, and we desire to mark so auspicious 
an occasion in the annals of the economists and statisticians of 
Great Britain and Ireland by tendering to you, in testimony of 
a long and pleasant friendship, our warm congratulations on the 
event, and our hearty wish that during the years to come you 
may continue to play the active, useful part you have been able 
hitherto, amid the engrossing occupations of a responsible 
business life, as well as in your earned retirement from such 
cares, to take in the advancement of those studies which form 
the bond of advantageous and agreeable union between you 
and us. 

You, as we, are well aware of the large circle of admiring 
friends in this and other countries, secured especially by your 
indefatigable successful labours as Editor of the Dictionary of 
Political Economy; and, had more time and less interrupted 
means of communication been now available, it would have been 
easy to multiply the signatures to this letter. But the feeling 
of appreciative affection for you and for your work, which we 
hope may be conveyed by the brief message we are sending, could 
not have been rendered more sincere, and we have preferred to 
limit ourselves to those who can justly claim the privilege of oid 
continuous intimate association with you. 

Will you, then, as our honoured doyen, for the sake of those 
studies in which we have been linked through so many years, 
receive this token of our amity, and believe us to be. 


Yours most truly, 


List of those who signed the letter: Sir W. J. Ashley, Sir 
J. A. Baines, Sir D. M. Barbour, Professor C. F. Bastable, Sir 
A. E. Bateman, Dr. J. Bonar, Professor A. L. Bowley, Sir E. 
Brabrook, Professor EK. Cannan, Professor §. J. Chapman, Major 
P. A. Craigie, The Ven. Archdeacon W. Cunningham, Professor 
F. Y. Edgeworth, Sir T. H. Elliott, Mr. A. W. Flux, Professor 
H. S. Foxwell, Professor E. C. K. Gonner, Mr. F. C. Goodenough, 
Mr. W. A. S. Hewins, Mr. H. Higgs, Mr. J. M. Keynes, Dr. 
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J. N. Keynes, Sir B. Mallet, Dr. A. Marshall, Mr. R. Martin 
Holland, Professor F. C. Montague, Professor J. S. Nicholson, 
The Rev. L. R. Phelps (Provost of Oriel), Mr. L. L. Price, Sir 
R. H. Rew, Professor W. R. Scott, Mr. E. J. Schuster, Sir F. 
Schuster, Mr. J. H. Tritton. 





THE United States Tariff Commission plans a considerable 
inquiry on the treaty and tariff relations of the United States, 
incidental to which will be an inquiry upon the treaty and tariff 
relations of other countries. This inquiry is preliminary to 
laying before the Congress of the United States information con- 
cerning the changes in commercial and treaty relations due to 
the war, and concerning the new aspects of the commercial treaty 
situation which will inevitably need consideration. The Chair- 
man of the Commission, Professor Taussig, in a weighty address 
delivered last May, promised that the method of inquiry should 
be scientific, not, indeed, in the sense appropriate to the natural 
sciences, but in the sense that “we shall be accurate, painstaking, 
discriminating ; shall refrain from guess, rumour, exaggeration, 
vague and untested general statements ... gather all the 
information we can, sift it with care, present it clearly, apply it 
intelligently.” Among problems which may presently be con- 
sidered by the Commission are arrangements as to the importa- 
tion of commodities during a period in which increase of rates is 
under discussion, and the plan on which commercial] treaties 
should be constructed. With regard to commercial negotiations 
after the war, Professor Taussig—echoing the words of President 
Wilson as to the spirit in which America enters into the war— 
declares: ‘“‘We shall not desire for ourselves discriminating or 
unequal commercial privileges. . . . If we adopt defensive com- 
mercial legislation . . . it will be with the design of maintain- 
ing it strictly as defensive, not as a means of aggression or 
control.” 





THE following communication reached us too late to be printed 
as an original article or memorandum. It is hardly necessary to 
point out the importance of the explanations given by the eminent 
economist who is Director of the Economic Division of the Car- 
negie Endowment for International Peace. It is clear that the 
American League, whose end is the maintenance of peace, does 
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not shrink from the exercise of force when necessary to that 
end :— 

“In explaining its purpose the American League to Enforce 
Peace must begin by interpreting its name. It is an organisation 
for forcibly preserving the peace, when once it has been estab- 
lished, and is as far as possible from being a stop-the-war 
organisation: Since the entry of the United States into the con- 
flict the League has become openly a win-the-war society, and 
will use every ounce of energy it possesses to help in securing a 
victory for the Allies’ cause. Its original declaration of purposes 
asserts that America should join a league for the preservation of 
peace, and when the declaration was issued there was much doubt 
whether this country would do it. In effect she has done it. 
In a practical way, though not by any positive treaty, the United 
States has made itself a working member of the Entente. 

“The declaration called for the use of force in maintaining 
peace—American force for maintaining primarily a European 
peace—which raised another uncertain question. This country 
had a century-old dread of ‘ entangling alliances.’ We are, how- 
ever, now using American forces for just that purpose—the 
assuring of peace in Europe by defeating the Power that has 
broken it, and, if it had its way, would continue to menace it. 
The menace would extend to America. A German victory would 
so magnify the power of that Empire that transatlantic States 
would hold their freedom by a precarious tenure. 

“Tf a League of Nations had been established on the plan 
outlined in the declaration cited, and if one of its members had 
attacked another without submitting its claims to arbitration, it 
would have been the duty of the other members, the United States 
included, to ‘use economic and military force’ to defeat the 
aggressor. Germany and its vassals are in the position of such 
an aggressor, and the Greater Entente, as we may term it, is 
applying the discipline. Our country will use its full fighting 
powers on land, on the sea, and in the air, and call out its utmost 
economic resources in doing what the constitution of the League 
to Enforce Peace would have required it to do if it had been in 
formal existence when the Teutonic union began the war. While 
the founders of the League were slowly and doubtfully rough- 
hewing their ends a Divinity has shaped them. The League of 
Peace is in existence, its plan of action has been formed for it 
and the League will soon’be in the fullest activity of which it is 
capable in carrying out the plan—a bolder plan than we had 
dared to adopt. 
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“The economic pressure is at work supplementing the military 
one, and this, too, will soon acquire a vast increase of effective- 
ness. America will cease to feed Germany indirectly, by sending 
American rations to neutrals in order that neutral rations may 
go to Germany. Its munitions, the materials for making them, 
and its loanable funds will be sent only to its allies and will be 
rigorously withheld from its enemies. The blockade, the embargo 
and the international financing are a very large part of the 
“economic force’ which the Entente’s constitution would have 
required it to use in repressing any member who should break its 
agreement in initiating a war. ‘Economic force’ is a general 
expression, but Destiny is giving to it a concrete definition and 
making it mean whatever use of material wealth the nations on 
the side of freedom and peace are finding themselves impelled 
to make. 

“There is an obvious difference in degree between the con- 
dition that would be created by one of a score of States that should 
break the peace and find itself disciplined by the remaining 
nineteen and the condition which the present war has created. 
The League of Nations that has been called into being has on 
its hands a very exaggerated case of discipline, and the offende: 
is putting the disciplinary power to an unexpectedly severe test. 
The preponderance of ultimate power is still overwhelmingly on 
the side of the League that stands for enforced peace and for 
freedom, and if victory comes to it as, when the activity of 
America shall be developed, it should quickly come, we may give 
to the statement of the general aim of the League a concrete and 
inspiriting interpretation. The Enlarged Entente will have be- 
come the League of Peace that we were working for when the 
hope of so much success was as nil—a dominant and beneficent 
Commonwealth of Nations with its peace and its freedom fully 
guarded. 

“Will it include Germany? Will it act as if that country had 
once been a member and, when properly curbed, might safely be 
restored to the fold? Views differ on this important point, and 
Destiny again may have to decide it. It is fairly clear that, in 
such a true and intimate league as the war will develop, no nation 
can safely have a place if it is militaristic, autocratic and bent 
on conquering and ruling a vast empire, and if it has announced 
and acted on the principle that Macht and not Recht is supreme 
in Weltpolitik. But may not Germany become a democracy, a 
peace lover, devoted to justice and therefore a respecter of others’ 
territories? We must wait for the event before answering. [f 
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that happens, welcome to Germany. ‘The evidence that it has 
happened will need to be clear enough to offset the evidence now 
so convincing of the present anti-social and anti-mordél quality 
of that empire. The democracy it will take on may not be 
radical. It may be conceded by its ruler as a small sop for an 
easily appeased Cerberus. Much autocracy may survive and the 
dream of Urasiatic empire may not be forgotten. If the war 
transforms Germany, it may well and properly bring her into the 
League, but it will be safe to wait for signs that the transforming 
has been thoroughly done. 

“Tn the meanwhile, what will be practicable? Bargains such 
as men make with each other, whether they are on the same 
moral plane or not. Treaties of arbitration and international con- 
ferences to adjust recurring difficulties without war will be not 
merely possible but imperatively needed. And behind those 
treaties will be the power which the constitution of the League 
to Enforce Peace has called for—the preponderant military and 
economic force that will have won the war. This League, the 
League of Nations society and every similar and wisely planned 
organisation, will find its aims attained in just the measure in 
which they have coincided with the march of events, the guiding 
of which is in higher hands. In this merging of purposeful effort 
in the course that forces too great for conscious planning have 
marked out, those organisations which, the world over, are striv- 
ing to ensure abiding peace will find themselves inevitably in 
harmony with each other. Higher powers will have united 
them.” 

JOHN Bates CLARK 
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RECENT PERIODICALS AND NEW BOOKS 


Journal of the Royal Statistical Society. 

May, 1917. How to Improve our Fishing Industries. The Ricur 
Hon. THE Eart oF Dunraven. By fertilisation of ova—in the 
Spey alone it was estimated that 90,000,000 eggs were spawned 
in the year—and fish culture the people might be fed cheaply 
and the Exchequer obtain more than trom the liquor duty. 
Trade with France Before and After the War. Pror. Pavn 
Maytovux. A review of the goods exchanged between the two 
countries leads to the expectation that the relative, if not 
the absolute, position of France will not be injured by closer 
economic union of the British Empire. Mathematical Repre- 
sentation of Statistical Data. Pror. F. Y. EpGeworrn. In 
this concluding section the author compares his method with 
others, in particular Prof. Kar] Pearson’s pre-eminent Types. 


Scottish Historical Review. 

Juty, 1917. Trade after the Napoleonic War. Pror. J. S. Nicuot- 
son. <A survey of the post-bellum period of a hundred years 
ago in the light of Tooke’s History affords instructive compari- 
sons with present conditions. It is now generally agreed that 
the restriction had more influence than Tooke supposed; and 
“the present high level is largely due to the de facto abandon- 
ment of the gold standard.’’ Old controversies are being 
revived. 


Proceedings of Edinburgh Mathematical Society. 

Vou. XXXV. (1916-17). On the Effect of a Rise of Prices upon the 
Amount of Small Money Used. Assuming that transactions in- 
volving small sums are much more numerous, it is shown by 
an ingenious mathematical demonstration that an increase of 
prices tends to a greater use of small coins. 


Quarterly Review. 

Juty, 1917. Prices as Affected by Currency Inflation. Wa.TER 
Forp. The issue of paper money in excess of the gold held in 
reserve by the belligerent States accounts for the rise of prices. 
In developing the theory of value “both Mill and Marshall 
argued as though money was a non-variable.’’ Some Economic 
Lessons of the War. Anpré Lepon. ‘No one who has studied 
the literature of the subject’’—the question of coal and iron 
recently treated by Engerand, Driault, Scheffer and Alfassa 
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—“can fail to realise the imperious necessity that is laid on 
us to gain possession of the whole iron mines of Lorraine, and 
when once we hold them to make sure of exploiting them our- 
selves.’’ To dream of crushing Prussian militarism while leav- 
ing Germany’s metallurgical power intact is folly. Large indus- 
trial associations rather than the routine of competition are 
required. 















The Nineteenth Century. 


JuLy, 1917.. The Coming Revolution. Artuur SHADWELL. The 
writer’s observations have confirmed him in the view which he 
expressed two years ago that the war would end in an industrial 
revolution. 


Journal of the Institute of Bankers. 
June, 1917. The Controversy on the Quantity Theory of Money is 
continued. 
Contemporary Review. 
June, 1917. Parliament and Expeaditure. W. M. J. Wiwtams. 
A demand for control of expenditure. Economies of Personal 
Energy. Eustace Mings. 










Quarterly Journal of Economics (Cambridge, Mass.). 


May, 1917. Financing the War. Cnarues J. Buttock. A just 
mean between loans and taxes is recommended. Loans only 
lead to impaired credit, currency inflation, and threatened 
collapse. Taxes must not be so sudden and heavy as to prevent 
the readjustments of industry. With H. C. Adams, Prof. 
Bullock prefers ‘‘a tax policy assisted by credits rather than a 
credit policy assisted by taxes.’’ He makes suggestions for new 
taxation to raise $1,000,000,000, and some general observations 
on war loans. International Trade under Depreciated Paper. 
F. C. Taussic. The effects of a loan from one country to 
another are investigated in the abstract. If both countries have 
a gold currency, incomes and prices tend to rise in the borrowing 
country, to fall in the lending country. But if the borrowing 
country has a paper currency, incomes tend to be constant in 
both countries, prices to fall in the borrowing country, to rise 
in the lending country. The old question whether the issue of 
a paper currency acts as a stimulus to exports is answered in 
the negative—unless the prices of export are influenced more 
than the prices of other things. The Regulation of Wages in 
New Zealand. M. B. Hammonp. The Court, at first hesitating 
as to the principle by which to regulate minimum wages, in 
1907 definitely adopted cost of living. The prices of food and 
rent rising in 1912-13, the Court advanced minimum wages 
correspondingly; but not so in 1914-15. The Literary Test and 
its Making. H. Pratt Fatrcuitp. The restriction of immigra- 
tion has been at length secured. Co-operation Among the 
Mormons. Hamitton GARDNER. Flar. Watter S. Barker. 
























The Journal of Political Economy (Chicago). 


May, 1917. The Philippine National Bank. H. Parker WILLIs. 
The Ethics of Land Value Taxation. H. Gunnison Brown. 
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The principle of “unearned increment’’ with some considera- 

tion for the services of landlord and for vested interests is to be 
applied to American land. 

June. Economic Conditions and the Birth-rate after the War. 
A. B. Wotre. Railroad Co-ordination. A. V. ARRAGON. 


The American Economic Review (Princeton). 

Jung, 1917. What the Federal Reserve System has Done. H. 
ParKER Wiis. Determinants of Lumber Prices. GEORGE A. 
SrepHENS. Marketing Functions and Mercantile Organisations. 
L. D. H. Wextp. Real Wages in Recent Years. F. D. JONnzs. 
A view not so gloomy as that of Dr. Rubinow (in the Revirw 
for December, 1914), yet not optimistic, as to the rise in the 
welfare of the poor. Open Price Associations. H. R. Tospat. 
Railroad Equipment Obligations. A. 8S. Drwine. 


Annals of American Academy (Philadelphia). 


May, 1917. Stabilising Industrial Employment is the theme of this 
number. 

Juty. America’s Relation to the World. The various aspects ot 
war and peace are considered from the points of view of some 
forty different writers. 





Bureau of Labor Statistics (Washington). 


The following publications are noticeable: Profit Sharing in the 
United States, 205 (Dec., 1916). Vocational Education Survey 
of Minneapolis, 199 (Dec., 1916). Workmen’s Compensation 
Laws of the United States and Foreign Countries (Jan., 1917). 
Labour Laws and their Administration in the Pacific States, 
211 (Jan.). Causes of Death by Occupation, 207 (March). 
Hours, Fatigue, and Health in British Munition Factories (221), 
and Welfare Work . . . (222), reprints of the Memoranda of the 
British Health of Munition Workers’ Committee (April). 


L’Egypte Contemporaine (Cairo). 

Aprit, 1917. Census of Egypt. J. 1. Crate (Controller, Statistical 
Department and Census Office). On the eve of the Census 
which took place last March the expert writer remarks on 
census-taking in general and with reference to Egypt in 
particular. Les applications de Uélectricité en Egypte. 
F. BourGEo!s. 


Journal des Economistes (Paris). 


Jung, 1917. Le régime des fabrications de guerre. Yves Guyor. 
A qui le “dumping ’’ porte-t-il tort? Str Hueu Betyt. Dumped 
goods may hurt “a small section,’’ the producers of the goods, 
but benefit the country as a whole. 

Jury. Le Monopole de l’alcohol. Yves Guyot. Les Finances de 
la Grande-Bretagne pendant la guerre. W. M. J. Wi.iams. 
A sequel to the article of May, analysing the debt (£M.4,300) 
and the taxation (triple that of 1913-14) incurred to ineet the 

: cost of the war (£M.4,800). 

Jury. Discussion sur linflation. A. Rarratovicn. “It appears 

to us difficult to estimate what exactly is the part played by 
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the increase of money in the rise of prices.’’ He deprecatas 
controversy about the quantity theory; points to the opposite 
dangers of an unrestricted increase of money, which may result 
from the direct subscription ot banks to loans, and such a 
restriction of credit as will prevent Government from buying 
the requisites of war.’ Gaspillage et économies aux armées. 
P. CauBove. An interesting summary of what has been or 
might be done to avoid waste at the front, and to utilise the 
waste products of war. 


Scientia (Milan). 


Juty, 1917. The British Labour Movement under War Pressure. 
Sipney Wess. Labour has not been depressed in the war into 
which it entered in numbers never before reached without com- 
pulsion, and sacrificing tor the common good many cherished 
rights. In spite of the increase in the cost of living aud new 
taxation of the wage-earning class amounting to at least £M.50 
per annum, that class seems to be considerably better off in 1917 
than in 19138. For the first time wage-earners have taken up 
holdings in Government war loans to the extent of some £M.100. 
Pressed by Labour, Government has increased tlie separation 
allowances paid to the dependents of soldiers up to near £M.100; 
the pensions for disabled men and for widows and orphans up to 
£M.25 a year, and the old-age pensions of the necessitous by 
50 per cent. Labour has been accepted as a partner in the 
State. The Chairman of the Labour Party has a seat in the 
War Cabinet. Another Labour Member is Member for J.abour, 
a third for Pensions, and so on. The executive has, indeed, 
received unlimited powers, but they are restrained by the brake 
of public opinion, and will disappear with the war. 





De Economist (La Hague). 


JuNE, 1917. Voorziening in de crisis-uitgaven in Nederland. G. M. 
BotssEvAIn. The principles announced by Prof. Pigou in the 
Economic JourNAL, March, 1917, are considered with reference 
to the exigencies of Holland. The other articles are of more 
specially Dutch interest. 


Archiv fiir Soztalwissenschaft (Tibingen). 


May, 1917. Die Wirtschaftsethik der Weltreligionen. Max WEBER. 
This stupendous article of 128 pages is only the conclusion of an 
inquiry into the economic morality of the world religions. The 
concluding section deals with Hinduism and Buddhism. Die 
Zukunft des Tarifvertragsrechts. OtTTo von GIERKE. A review 
of two recent works: Ginzheimers’ Hin Arbeitstarifgesetz, Boos’ 
Der Gesamtarbeitsvertrag nach Schweizerischem Recht. 


Jahrbuecher f. Nationalekonomie (Jena). 


May, 1917. Die Gikonomie der Arbeitskraft. P. Mompert. Writing 
at the Front (im Felde) without access to references, the eminent 
statistician analyses the general conditions of economic efficiency. 
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Giornale degli Economisti (Rome). 


ApriL, 1917. Il mercato monetario e la guerra. X. Sull’ evasione 
nelle trasmissioni gratuite mobiliari. A. CoNTENTO. 

May. La diversa pressione tributaria del prestito e dell’ imposta. 
B. Griziotti1. _Produzione e consumo durante la guerra in 
Sardegna. M. VINELLI. 

JUNE, 1917. Il mercato monetario e la guerra. X. La colonia 
Dalmata. M. A. Toporovic. 

Jury. Movimenti di lunga durata dello sconto e dei prezai. 
C. Brescrani-Turroni. The observation of long periods shows 
a close parallelism between the movements of general price and 
that of interest and discount. Le curve di indifferenza nella 
teoria dei fenomeni collettive de due argomenti. L. Amoroso. 
Curves of level play a part in the mathematical theory of 
frequency-statistics analogous to that of indifference-curves in 
mathematical economics. 


NEW BOOKS 
English. 


CarTeR (Huntiey). Industrial Reconstruction. A symposium 
of the situation after the war. (Edited by H. C.) London: Fisher 
Unwin. 1917. Pp. xv+295. 68. net. 


Clarity. Our Future. Some economic, social, and industrial 
problems. To which is appended a special section on the woollen 
industry. London: Murby and Co. 7s. n. 


[A business man engaged in the woollen trade proposes a scheme of protec- 
tion, discusses ‘‘The Sex Problem,” and other burning questions.] 


Coz (G. H. D.) and Arnot (R. PaGE). Trade Unionism on the 


Railways. Its History and Problems. London: Fabian Research 
Department, 1917. Pp. 147. 2s. 6d. 


Davies (Bengamin). First Principles of Material Well-being. 
London: Headley. Pp. 64. 

[‘‘ This little book is sent forth in the hope that many readers will be helped 
to reconsider the Christian Doctrine relating to material ta Fay, My which 
denoted by the symbol Q, enters into equations as thus: W=Q(E+L)i; where 
Q=Quantity of Commodity; E=Stored Energy; L=Labour; i represents ‘‘the 
Will of Man.’’] 

Financial Policy (Our) and the Rate ot Interest. A criticism. 
London: King, 1917. Pp. 60. 6d. net. 


Gipe (CHARLES). Commercial Policy after the War. With a 
preface by the Right Hon. J. M. Robertson, M.P. London: Cobden 
Club. 34d. 

Hiees (Henry C. B.). National Economy. London: Macmillan. 
1917. Pp. 147. 

[Reviewed above. } 


Hopes (H. R.). Economic Conditions, 1815 and 1914. London: 
Allen and Unwin, 1917. Pp. 91. 
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Kettig (J. Scorr). The Statesman’s Year-book. (Edited by 
J. S. Keltie, assisted by M. Epstein.) London: Macmillan, 1917. 
Pp. 1504. 12s. 6d. net. 

[The fifty-fourth issue presents the latest available information relating to 


enemy countries. There is a further list—in addition to those given in 1915 
and 1916—of books on the war.] 


Kitson (ArTuHurR). Trade Fallacies. <A criticism of existing 
methods and suggestions for a reform towards national prosperity. 
With a preface by Francis Stopford, editor of Land and Water. 
London: King. 1917. Pp. 286. 


Lucas (Sir C. P.). The Beginnings of English Overseas Enter- 
prise. A prelude to the Empire. Oxford: Clarendon Press. 1917. 
Pp. 208. | 

[To be reviewed. } 


Morton (Joun A.). The Industrial Counterpoise. As_ the 
foundation of Social Harmony and Universal Peace. London : 
Atheneum Press. 1917. Pp. 126. 1s. 6d. 


Scotr (Pror. W. R.). Economic Problems of Peace after War. 
(The W. Stanley Jevons lectures at University College, London, 
1917.) Cambridge University Press. 1917. Pp. 122. 


[To be reviewed. ] 


Society for the Study of the Social Consequences of the War. 
Bulletin No. 3. Copenhagen. May 1, 1917. Pp. 1. This issue 
deals with the movement of population in Germany and France. 
It is estimated that the number of Germans above one year old who 
have died during three years of war in excess of the number who 
would have died in peace-time is 1,436,000, of whom at least 80 per 
cent. fell in the war. Births have declined by some 40 per cent. 
The statistics for France are less complete. 


STEWARD (CHARLES LEsLiz). Land Tenure in the United States. 
With special reference to Illinois. (University of Illinois Studies.) 
Urbana: University of Illinois. 1916. Pp. 135. 


Tuompson (W. Rowan). The Premium Bonus System. Glas- 
gow: McCorquodale. 1917. Pp. 99. 5s. net. 


Tweepy (R. N.). Industrial Alcohol. (Reprinted trom Better 
Business.) Dublin: Co-operative Reference Library. Plunkett 
House. 1917. 


Witners (Hartiey). Our Money and the State. London: 
Murray. 1917. Pp. 232. 3s. net. 


American. 


AnpEerson (B. M.). The Value of Money. New York: Mac- 
millan Co. 1917. 

[Many received doctrines are overhauled; especially the Quantity Theory 
of Money, as to which Prof. Irving Fisher is severely criticised. The author 
is Assistant Professor of Economics at Harvard University.) 
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GrpuartT. The Principles of Insurance. Vol. I., Life. Vol. IL., 
Fire. New York: Macmillan Co., 1917. Pp. 885 +382. 


[Too modestly described by the author as ‘‘an elementary discussion of the 
principles and practice of insurance.”] 


TaRBELL (IDA M.). New Ideals in Business. New York: Mac- 
millan Co. 1916. Pp. 389. 
{In the preparation of her well-known studies on the Standard Oil Company 


and on the protective tariff, the writer’s attention was turned to the subject 
here treated, relations of employers and workpeople.] 


WeyrortaH (W. O.). The Organisability of Labor. (Johns 
Hopkins University Studies.) Baltimore: Johns Hopkins Press. 
1917. Pp. 277. 

[A survey of the very complex factors which affect organisation leads to 


the conclusion that the favourable influences are on the increase. The limits of 
trade union activity are far from having been reached. |] 


WittoucuBy (Wiuuiam F.), WittouGHsy (Westen F.), Linpsay 
(S. M’Cunez). The System of Financial Administration of Great 
Britain. With an introduction by A. Lawrence Lowell (President 
of Harvard University). New York: Appleton. 1917. Pp. 362. 


Woopsury (Ropert M.). Social Insurance and Economic 
Analysis. (Cornell Studies in History and Political Science. Vol. 
IV.) New York: Holt. 1917. Pp. 171. 


VEBLEN (THORSTEIN). The Nature of Peace. New York: Mac- 
millan Co. 1917. Pp. 367. $2. 


[The nature of peace and the terme of its perpetuation, is the full title, 
intended to be reminiscent of Kant’s famous essay. ] 


French 


I'isHER (IRvING). Recherches Mathématiques sur la Théorie de 
la Valeur et des Prix. Traduit par Jacques Morel. Paris: Giard. 
1917. (Bibliothéque Internationale d’Economie Politique.) 

[A translation of Prof. Irving Fisher’s celebrated work. The author in a 
preface to the French edition arranges the leading ideas of the book under 
four heads: (1) the use of mathematics in economic science, and (2) of physical, 
especially hydrostatic analogies; (3) Utility as a measurable quantity ; (4) Inter 
dependent utilities—‘‘competitive”” and complementary goods. Among ‘the 
hydrostatic analogies akin to those of the author the illustration in the 
Economic Journat, September, 1895, p. 434, is mentioned by him too modestly. 
It was fathered by him.] 


Pierson (N. G.). Traité d’Economie Politique. Traduit par 
Louis Suret. Tome second. Paris: Giard & Briére. 1917. 
Pp. 690. 


[This volume comprises the second and third parts of Pierson’s great treatise 
dealing respectively with Money and Production. ] 


ScHELLE (GustTAVE). L’Economie Politique et les Economistes. 
Paris: Dom et Fils. 1917. F.6. 


Italian. 


Lorta (ACHILLE). Carlo Marx. Geneva. 1917. 


Faproties. L’imposta sul Salario. Milan. 1917. 
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Maairi (E.). Finanza e Vittoria. 


PANTALEONI (MarFFEO). Tra le incognite. Problemi suggerite 
dalla guerra. Bari: Laterza. 1917. Pp. 286. 


PANTALEONI (MarFFEo). Note in margine della guerra. Bari: 
Laterza. 1917. Pp. 266. 


[This and the companion volume contain articles on economic and political 
questions relating to the war, reprinted from the Giornale degli Economisti, the 
Vita Italiana, and other journals. Those of most importance to economists 
have been noticed in the Economic JournaL, vol. xxvi., p. 294 and p. 409.] 


Swedish. 


Baace (Gosta). Arbeitslonens Reglering. Stockholm: Nordiska. 
1917. Pp. 483. 
[To be reviewed. | 


Errata. 


In the Economic Journat, Vol. XXVII (1917) :— 

At p. 250, last line, for ‘‘are compelled ’’ read “are not com- 
pelled.”’ 

At p. 312, for “Iredentori,’’ ‘“‘mutte,’’ ‘““Rato’’ read respectively 
“Redentori,’’ “inculte,’’ ‘‘ Prato.’’ 
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